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Jovis, 20** die Februariij 1851. 



Ordered, That a Select Committee be appointed to consider the 
Law of Partnership, and the expediency of fticilitating the Limitation 
of Liability, with a view to encourage useful Enterprise and the addi- 
tional Employment of Labour. 



MartiSj 26'* die Marti^ 1851. 



Committee nominated, of— 

Mr.Labouchere. 

Mr. Slaney. 

Mr. Cobden. 

Mr. Soiheron. 

Mr. Ewart. 

Mr. Heald. 

Mr. John Ellis. 

Mr. John Abel Smith. 



Mr. Anderson. 

Mr. Morris. 

Mr. Chichester Fortescue. 

Mr. Glyn. 

Mr. Tufnell. 

Mr. Tatton Egerton. 

Mr. Roebuck. 



Ordered^ That the Committee have power to send for Persons, 
Papers, and Records. 

Ordered, That Five be the Quorum of the Committee. 



Ve?ieris, IV die Aprilis^ 1851. 



Ordered, That Mr. Anderson be discharged from further attend- 
ance, and Mr. Pilkington be added. 



MartiSy 17° die Ju?2ii, 1851. 



Ordered, That Mr. Roebuck and Mr. Tufnell be discharged from 
further attendance, and Mr. William Evans and Mr. Wrightson be 
added. 

MartiSy 8** die Julii, 1851. 



Ordered, That the Committee have power to Report Observations 
and Minutes of Evidence to The House. 



THE REPORT p. iii 

PROCEEDINGS OF THE COMMITTEE - - p. x 

MINUTES OF EVIDENCE p. i 

APPENDIX - . - - - . - - p. 169 
INDEX . - . . - . - . - p. 175 
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THE SELECT COMMITTEE appointed to consider the 
Law of Partnership, and the Expediency of facilitating 
the Limitation of Liability with a view to encourage useful 
Enterprise and the additional Employment of Labour; 
and who were empowered to Report the Minutes of 
Evidence taken before them to The House ; — Have con- 
sidered the Matter to them referred, and agreed to the 
following REPORT : 

THE subject referred to Your Committee is one of great 
and increasing interest* On account of its wide rela- 
tions to large classes of society, Your Committee have thought 
it incumbent to proceed with caution, and to weigh care* 
fully the arguments and evidence adduced before them, 
urging alterations in the law. 

The Committee of last Session, on Investments of the 
middle and working classes, partially investigated the ques- 
tion now referred to Your Committee, but gave no opinion 
upon it. Their Report contained two recommendations of 
great consequence to large classes : 

1st. That Charters of Limited Liability, for useful under- 
takings, should be granted by the Crown with due caution, 
but at a far more reasonable cost. 

2dly. That where several industrious men work together, 
with a small capital, the law should provide a remedy against 
fraud on the part of any dishonest partner, and a summary 
mode of enforcing the rules agreed to for mutual govern- 
ment. 

In entering more closely on the consideration of the 
subject referred to them. Your Committee would adopt a 
few lines from a former Report, and say — 

** That the great change in the social position of raulti- 
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tudes, arising from the growth of large towns and crowded 
districts, renders it more necessary that corresponding 
changes in the law should take place, hoth to improve their 
condition and contentment, and to give additional facilities 
to investments of the capital which their industry and enter- 
prize is constantly creating and augmenting/' 

Your Committee would also add, in the words of their 
predecessors, *'That they douht not ultimate benefit will 
ensue from any measures which the Legislature may be 
enabled to devise for simplifpng the operation of the law 
and unfettering the energies of trade." * 

Your Committee also desire to record their conviction 
that if it be desired to promote association among the 
humbler classes for objects of mutual benefit, no measure 
will tend more directly to this end than one which will give 
a cheap and ready means of settling disputes of the partners, 
and enforcing the rules agreed to for mutual government. 

Evidence of the increase of personal property of late years 
may be shortly stated. The Population Returns show an 
increase of the population of almost all of our largest towns 
(chiefly inhabited by persons dependent on personal pro- 
perty), at the rate of nearly 30 per cent, in every decennial 
period since the beginning of the century to the present 
time, whilst the rural inhabitants have augmented only at 
about one-third the same proportion. 

A return of 10 February 1851 f as to assessments to the 
property tax, shows that in Great Britain as a general result 
the annual value is as follows : 





1814-16. 


1ft4ft 
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£. 


. £. 


Of Lands - - - - 
Messuages, or chiefly houses, 

&c. in towns - - - 
Railways, gas works, and other 

property, chiefly considered 

personal property 


39,405,000 
16,259,000 

636,000 


47,981,000 
42,314,000 

8,885,000 

The 
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The result in round numbers shows that in 33 years 
since the peace, whilst lands in Great Britain have increased 
in value to 1848 only 8 i millions in annual value, or a little 
more than five per cent., messuages (being chiefly houses 
and manufactories, and warehouses in and near towns, and 
inhabited by persons depending greatly on trade and com- 
merce) have augmented in value above 26 millions in 
annual value, or about 1 30 per cent, in the same period. 

From the same returns it appears that the value of rail- 
ways, gas works, and other property, chiefly held in shares 
as personal property, has increased above 12 fold in the 
same period. 

The same results showing the increase of personal pro- 
perty, since the peace, in the United Kingdom, may be 
deduced from various Returns to Parliament, showing the 
increase of legacy duty to have been derived from a capital 
of 24 millions in 1816, and to have been paid on a capital 
increased to 45 millions in 1845 ; the increase of deposits 
in the saving banks, and from other undoubted sources of 
information. 

Your Committee beg to state that in addition to the 
augmentation in the amount of personal property, is to be 
remarked its great division among large classes of the com- 
munity, in the middle (or even the humbler) ranks of life, as 
is shown by the returns of amounts of public stock held by 
each person, and other sources of information. 

Your Committee would observe that the course of modern 
le^slation (the wisdom of which appears, in this particular, 
generally allowed) seems to have been gradually to remove 
restrictions on the power which every one has in the disposal 
of his property, and to remove those fetters on commercial 
freedom which long prevailed in this country. 

The usury laws, and various laws against combinations, 
have been modified or repealed. General Acts to facilitate 
the formation of Joint Stock Associations and Building 
Societies, and other important Acts tending to the same 
result, have in late years been sanctioned by the Legis- 
lature. 

Your Committee now proceed to consider whether any 
suggestions of a like nature ought to be made in reference 
to the laws of partnership, and especially the unlimited 
liability of partners, as it exists at present in this country. 

509- a 3 By 
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By the existing law, no person can advance any capital 
to any undertaking, public or private, in the profits of which 
he is to participate, nor become partner or shareholder in any 
enterprise for profit, without becoming liable to the whole 
amount of his fortune, as expressed by a great legal autho- 
rity, to his last shilling and his last acre. 

Such general and unlimited liability can be restricted 
to any given sum or share only by Special Act of Parlia- 
ment or Charter from the Crown; neither of which is 
obtained without much difficulty, expense and delay, and 
in many cases cannot be obtained at aU.^ 

It is contended, that however advantageous the law of 
unlimited liability of partners may be, as applied to the 
principal commercial transactions of this country, carried 
on by the most part by firms of few partners, that yet it 
would be of great advantage to the community to allow 
limited liability to be extended with greater facility to the 
shareholders in many useful enterprises, often promising at 
the same time public benefit and private profit, which are 
constantly called for by the increasing population and wants 
of our towns and populous districts ; such as water works, 
gas works, roads, bridges, markets, piers, baths, wash-houses, 
workmen's lodging houses, reading rooms, clubs, and various 
other investments of a like nature, chiefly confined to spots 
in the immediate vicinity of the subscribers. Large stores 
for the sale of provisions and other necessaries in populous 
districts, and supported by the combined capital of smdl 
shareholders, may be considered as belonging to the same 
kind of enterprises. 

Your Committee think it would be a subject of regret 
if cautious persons, of moderate capital, and esteemed for 
their intelfigeiice and probity in their several neighbour- 
hoods, should be now deterred from taking part in such 
undertakings by the heavy risk of unlimited liability ; yet 
such persons would in many instances be the best guides 
for their humbler and less experienced neighbours, and their 
names would afiford security that the enterprise had been 
well considered, and was likely to be well conducted. 

Your Committee think that it would be desirable to re- 
move any obstacles which may now prevent the middle and 

even 

* The cost of a Charter was shown in many cases to amount to l,ooo/. — 
'' Report on Investments in 1850." 
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even the more thriving of the working classes from taking 
shares in such investments, under the sanction of and con* 
jointly with their richer neighbours ; as thereby their self- 
respect is upheld, their industry and intelligence encouraged^ 
and an additional motive is given to them to preserve order 
and respect the laws of property. 

Your Committee would therefore recommend that under 
the supervision of a competent authority, rules should be 
laid down and published for the guidance of persons apply- 
ing for such charters, with requisite precautions to prevent 
fraud; and on compliance with such rules, that charters 
should be granted. Security for compliance with such rules 
might be given and enforced at the quarter sessions, or 
belore some other local tribunal of requisite authority. 

It might, in some cases, perhaps, be advisable that the 
liability of each shareholder under the charter should be 
double the amount of his share of the capital calculated to 
be necessary for the undertaking. 

Your Committee now proceed to consider the propriety 
of permitting the introduction of partnerships, oh the prin- 
ciple of limited liability. 

Your Committee have referred to the report and evidence 
given before the Commission on this subject in 1837, where 
opinions entitled to great weight, were almost equally 
divided ; in the Appendix to that Report is the outline of a 
proposed law on the subject, by Mr. Baring, a name highly 
respected in all commercial circles of the world. 

In the Report on Joint Stock Companies in 1844, valuable 
information on matters closely connected with this subject 
will be found ; and in the Report on Investments, of the 
last Session, evidence bearing on this inquiry is worthy of 
perusal. 

Your Committee, considering the extent and importance 
of the proposed alteration in the law, are unwilling to pro- 
ceed in such a matter without the greatest caution. They 
find that the best authorities are divided on the subject, and 
that it would require great care to devise the checks and 
safeguards against fraud, necessary to accompany such a 
general relaxation or change in the law. It seems also the 
opinion of the best-informed persons, that additional facilities 
are wanting to settle partnership disputes in accounts, and 
that some cheaper and simpler tribunal should be afforded 

509. a 4 t^^^ 
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than the costly and tedious process of application to the 
Court of Chancery. 

On the whole, Your Committee have come to the reso- 
lution, 

That the law of partnership, as at present existing, viewing 
its importance in reference to the commercial character 
and rapid increase of the population and property of the 
country, requires careful and immediate revision. 

They recommend, therefore, the appointment of a Com- 
mission, of adequate legal and commercial knowledge, to 
consider and prepare, not only a consolidation of the existing 
laws, but also to suggest such changes in the law as the 
altered condition of the country may require ; especial atten- 
tion being paid to the establishment of improved tribunals 
to decide claims by and against partners, in all partnership 
disputes ; and also to the important and much controverted 
question of limited and unlimited liability of partners. 

It appears to Your Committee that the uniform tendency 
of the valuable evidence taken before them, is in favour of 
an increased stringency in bankruptcy laws, if such a relax- 
ation of the law of partnership should take place. 

Your Committee having considered the difficulties attend- 
ing this wide subject, are further desirous of expressing 
their opinion in favour of such an alteration of the existing 
Usury Laws as may increase the facility of persons embarked 
or embarking in business, to obtain increased capital ; an 
object which they conceive to be one of unmixed public 
advantage, provided it be not accompanied by undeserved 
or factitious credit. 

They therefore recommend, that power be given to lend 
money for periods not less than 12 months, at a rate 
of interest varying with the rate of profits in the business 
in which such money may be employed; the claim for 
repayment of such loans being postponed to that of all 
other creditors : That, in such case, the lender should not 
be liable beyond the sum advanced ; and that proper and 
adequate regulations be laid down- to prevent fraud. 

Although Your Committee have thought it their duty to 
confine their recommendations to the two points set forth 
in this Report, viz. — 

1. A greater facility in granting charters, under rules 
published and enforced by the proper authorities ; 

». An 
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2. An easier mode of borrowing additional capital, with- 
out risk to the lender beyond the amount of the sum 
advanced;— 

Yet they anticipate many improvements in the laws 
bearing on the varied euterprizes and improvements of the 
country, from the labours of such a Commission as they 
recommend ; and think that a more matured consideration 
of this most important subject will be well purchased by a 
short delay necessary for this purpose. 

Your Committee would express their conviction that it 
is no less consistent with the spirit of recent legislation than 
conducive to the public advantage, and the promotion of 
legitimate trade, to relax any restraints which may now exist 
on the free action of individuals or application of capital, 
due regard being paid to the importance of preventing the 
acquirement of undue or undeserved credit, or giving en- 
couragement to ignorant or reckless speculation. 



8 July 1851. 
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PROCEEDINGS OF THE COMMITTEE, 



JomSy S"* die Aprilis^ 1851. 



Present : 



Mr. Slaney. 
Mr. Ellis. 
Mr. J. A. Smith. 
Mr. Glyn. 

Mr. Slanet called to the Chair. 



Mr. Cobden. 

Mr. Ewart. 

Mr. Chichester Fortescue. 

Mr. Morris. 



Committee deliberate on the course of proceeding. 

[Adjourned to Tuesday next, at Two. 



Martisj &" die ApriliSy 1861. 

Present : 
Mr. Slaney in the Chair. 



Mr. Labouchere. 
Mr. Glyn. 
Mr. Cobden. 
Mr. Heald. 



Mr. Ellis. 
Mr. Ewart. 
Mr. Morris. 
Mr. J. A. Smith. 



Committee deliberate on the course of proceeding. 

[Adjourned to Tuesday, 6 May, at One. 



Martis, 6"" die Mali, 1861 « 



Present : 
Mr. Slaney in the Chair. 



Mr. J. A. Smith. 
Mr. Glyn. 
Mr. Anderson. 



Mr. Ellis. 
Mr. Heald. 
Mr. Morris. 



Committee deliberate on the course of proceeding. 

[Adjourned to Tuesday, at Two. 
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Martis, 13^ die Maii, 1851. 

Present : 
Mr. Slaney in the Chair. 



Mr. T. Egerton. 
Mr. Sotheron. 
Mr. Tufnell. 
Mr. John Ellis. 

Mr. J. G. Phillimore, examined. 
Mr. Lioni Levi, examined. 



Mr. Labouchere. 
Mr. J. A. Smith. 
Mr. C. Fortescue. 



[Adjourned till Tuesday. 



Martisy 20^ die Mail, 1861. 



Present : 
Mr. Slaney in the Chair. 



Mr. Sotheron. 
Mr. J. A. Smith. 
-Mr. John Ellis. 
Mr. Fortescue. 
Mr. Heald. 
Mr. Ewart. 



Mr. T. Egerton. 
Mr. Glyn. 
Mr. Tufnell. 
Mr. Morris. 
Mr. Cobden. 



John Hotoell, esq., examined. 
Mr. John Henry Sieher, examined. 
James Stewart, esq., examined. 

[Adjourned till Thursday, at Two. 



Jovis, 22^ die Mail, 1861. 



Present : 

Mr. Slaney in the Chair. 

Mr. Cobden. 

Mr. Ewart. 

Mr. Morris. 

Mr. Tatton Egerton. 

Mr. Turner Townsend, examined. 



Mr. Sotheron. 
Mr. John Ellis. 
Mr. Glyn. 
Mr. Pilkington. 



[Adjourned to Tuesday, at Two. 
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MartiSj 27* dk Mail, 1861. 



Present: 
Mr. Slamey in the Chain 



Mr. J. A. Siiiiih. 
Mr. John Ellis. 
Mr. Ewan. 
Mr. C. Tortescue. 
Mr. Sotheron. 



Mr. Heald. 
Mr. Pilkuigton. 
Mr. Morris, 
M r. T. Egerton. 



Mr. Commissioner Fane, examined. 

Mr. Cotton, examined, 

Mr. F. Caruac Brown, examined. 

[Adjourned till Tuesday next, at Two 



Mortis, 3' die Junii, 1861. 



Present: 
Mr. Slaney in the Chair. 



Mr. Tufnell. 

Mr. Tatton Egerton. 

Mr. Morris. 



Mr. John Ellis. 
Mr. Pilkington. 
Mr. J. A. Smith. 



Mr. Hawes, examined. 

Mr. Davis, secretary of legation, American Embassy, examined. 

Form of queries settled by the Committee, read as follows : 

*^ It has been proposed to limit the liability of partners to the 
axount of their respective subscriptions in certain companies or part- 
nerships duly registered. 

''It has been thought by some persons that such a measure, 
properly guarded by regulations to prevent fraud and rash specula- 
tion, may assist useful investments for the combination of capital of 
the middle classes, and aid useful local enterprizes, 

** It is proposed that this measure should not extend to banking, 
insurance, or other employments for capital of a very speculative 
nature. 

''Such partnerships of limited liability, under certain rules, are 
establishea in France, Germany, Holland, and the United States of 
America. 

" It is desired by some parties that such partnerships should be 
introduced here. 

" Your opinion is requested on this subject, with such suggestions 
as you may think useful." 

[AdJDumed to Tuesday, 17th, at Two, 
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JoviSj 19° rfie Juniii 1851. 



Present : 
Mr, Slaney ill the Chair. 



Mr. T. Evans. 
Mr. J. A. Smith. 
Mr. Glyn. 
Mr. Morris. 



Mr. Sotheron. 
Mr. Pilkington. 
Mr. Wrightson. 
Mr. Ewart. 

Mr. Matthew Clark, examined. 

Mr. T, C. Lietch, examined. 

Mr. E. W. Field, examined. 

Mr. Duncan, examined. 

[Adjourned to Tuesday next, at Two. 



Martis, 24<* die Junii, 1851. 



Present : 
Mr. Slaney in the Chair. 



Mr. Morris. 
Mr. Evans. 
Mr. Fortescue. 



Mr. Ewart. 
Mr. Pilkington. 
Mr. John Ells. 
Mr. VVrighison. 



Mr. Heald. 
The Committee dehberated. 

[Adjourned till Tuesday, 1st July, at Two o'clock, 



Martis, 1° die Julii 1851. 



Present : 
Mr. Slaney in the Chair. 



Mr. Wm. Evans. 
Mr. Wrightson. 
Mr. Morris. 
Mr. Pilkington. 
Mr. J. A. Smith. 



Mr. Heald. 
M r. C. Fortescue. 
Mr. J. Ellis. 
Mr. Glyn. 



Draft of Report proposed by the Chairman, read a first time as 
follows : 

" DRAFT OF REPORT. 

*' Your Committee recommend — 

'' Ist. That charters of limited liability, for useful local enterprises, 
subject to certain rules to be laid down, should be granted at much less 
cost, and with much greater facility, than has hitiief to been the case. 

'* 2d. That 
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" 2d. That the law of limited liability of partners, as in usage 
abroad, should, under due regulations, oe adopted here» but not ex- 
tended to banking, mining, insurance, foreign trade, or other enter- 
prises of a like speculative or uncertain character/' 

'' Tlie subject referred to Your Committee is one of great and 
increasing interest to large classes of the community. It bears upon 
many enterprises wiihin the kingdom likely to increase employment, 
foster industry, and give additional facilities to investments of various 
amounts. On account of its wide relations to large classes of society^ 
Your Committee have thought it incumbent to proceed with caution, 
to weigh carefully the arguments and evidence adduced before them, 
urging alterations in the law. 

" The Committee of last Session, on investments of the middle 
and working classes, panially investigated the question now referred 
to Your Committee, but gave no opinion upon it. Their Report 
contained two recommendations of great consequence to large 

classes : 

" 1st, That charters of limited liability, for useful undertakings, 
should be granted by the Crown with the greatest caution, but at a 
far more reasonable cost. 

" 2dly. That where several industrious men work together, with 
a small capital, directed by managers whom they choose, the law 
should provide a remedy against fraud of any one dishonest partner, 
and a summary mode of enforcing the rules agreed to for mutual 
government. 

'^ In entering more closely on the consideration of the subject 
referred to them. Your Committee would adopt a few lines from a 
former Report, and say — 

*' * That the great change in the social position of multitudes, 
arising from the growth of large towns and crowded districts, renders 
it more necessary that corresponding changes in the law should take 
place, both to improve their condition and contentment, and to give 
additional facilities to investments of the capital which their industry 
and enterprize is constantly creating and augmenting.' 

** Your Committee would also add, in the words of their predeces- 
sors, * That they doubt not ultimate benefit will ensue from any 
measures which the Legislature may be enabled to devise for sim- 
plifying the operation of the law, and unfettering the energies of 
trade.' 

^' The Vftst increase of personal property of late years will not re- 
quire any long statements. The Population Returns show an increase 
of the population of almost all of our largest towns Cchiefly inhabited 
by persons dependent on personal property), at the late of nearly 30 
per cent, in every decennial period since the beginning of the century 
to the present time, whilst the rural inhabitants have augmented only 
at about one^third the same proportion. 

" A return of 10 February 1861 as to assessments to the property 
tax, shows that in Great Britain as a general result the value is as 
follows : 

"Of 
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1814-15. 


1848. 








£. 


£• 


•'Of lands . . . - 


39,405,000 


47,981,000 


'* Messuages, or chiefly houses,&c. 
m towns - - - - 


10,269,000 


42,314,000 


" Railways, gas-works, and other 






property, chiefly considered per- 
sonal property - - - 


636,000 


8,885,000 



'* The result in round numbers shows that in 33 years since the 
peace, whilst lands in Great Britain haye increased in value to 1848 
only 8 1 millions in annual value, or a little more than five per cent., 
messuages (being chiefly houses and manufactories, and warehouses 
in towns, and inhabited by persons depending greatly on trade and 
commerce) have augmented in value above 26 millions in annual 
value, or about 130 per cent, in the same period. 

" From the same returns it appears that the value of railways, gas- 
works, and other property, chiefly held in shares as personal property, 
has increased above twelve fold in the same period. 

•* The same results, showing the vast increase of personal property 
since the peace, in the United Kingdom, may be deduced from various 
Returns to Parliament, showing the increase of legacy duty to have 
been derived from a capital of 24 millions in 1816, and to have been 
paid on a capital increased to 45 millions in 1845 ; the increase of 
deposits in the saving bank«, and from other undoubted sources of 
information. 

^* Mr. Porter, one of our best authorities on statistical subjects, 
calculates the amount of personal property in Great Britain to have 
nearly doubled in 30 years, and to amount in 1845 to upwards of 
2,200 millions sterling, from 1,200 millions in 1815. 

'•Your Committee beg to state, that in addition to the vast aug- 
mentation in the amount of personal property, it is to be remarked 
its great division among large classes or the community, of the 
middle or even the humbler ranks of life, as is shown by the returns 
of amounts of public stock held by each person, and other sources of 
information. 

^* It must be evident that in proportion to the' facilities given for 
the security and investment of property acquired by enterprise and 
industry, it is likely that a people will be enterprising and indus- 
trious. 

*' It therefore becomes of great consequence to inquire, if there are 
any existing restrictions in the use or application of personal property 
which can be safely removed or relaxed. 

" Your Commiitee would observe that the course of modern legis* 
lation (the wisdom of which seems, in this particular, generally al- 
lowed) seems to have been gradually to remove restrictions on the 
power which every one has in the disposal of his property, and to 
remove those fetters on commercial freedom which long prevailed in 
this country. 

** Laws 
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'* Ln^vs fiivouiin;: or establishing monopolies nre for the most part 
abolished. The usvry Inws^ and various laws ai^ainst com Li nations, 
have been repealed. General acts to facilitate tlie formation of Joint 
Stock Associations, and for Building Societies, and other important 
nets to admit the freedom of trade, have in late years been sanctioned 
by the Legislature. 

** Your Committee would now proceed to consider whether any 
suggestions of a like nature (arising from the great change of circum- 
stances and relative amount of personal property) ought to be recom- 
mended as a))plicable to the laws of partnership, and especial'y the 
unlimited liability of partners, as it exists at present in this country. 

*' By the existing law ,no person can advance any capital to any 
undertaking, public or private, in whose profits he is to participate, 
nor become partner or shareholder in any enterprise for profit, with- 
out becoming liable to the whole amount of his fortune, as expressed 
by a great legal authority, to his last shilling and his last acre. 

"Such general and unlimited liability can be restricted only to 
any given sum or share by special Act of Parliament or charter from 
the Crown, neither of which is obtained without much difficulty, ex- 
pense and delay, and frequently and generally cannot be obtained at 
all.* 

'' It is argued on one side, that this unlimited liability of persons 
becoming partners or shareholders in any enterprise for profit tends 
to promote caution, to check rash enterprises, and to ensure business 
being conducted by solvent patties and sufficient capital. 

** That a salutary dread of the unlimited risk they would run keeps 
many from dangerous speculations, and renders it diflScult for plau- 
sible men, bringing forward such schemes, to enlist victims to their 
ruin. 

" On the other hand it is contended, that however advantageous 
the law of unlimited liability of partners may be, as applied to the 
principal commercial transactions of this great country, carried on by 
the most part by firms of few partners, that yet it would be of great 
advantage to the community to allow limited liability to be extended 
with much greater facility to the shareholders in many useful enter* 
prises, often promising at the same time public benefit and private 
profit, which are constantly called for by the increasing numbers and 
wants of our towns and populous districts, such as waterworks, gas- 
works, roads, bridges, markets, piers, baths, wash-houses, workmen's 
lodging houses, reading rooms, clubs, and various other investments 
of a like nature, chiefly confined to spots in the immediate vicinity of 
the subscribers. Large stores for the sale of provisions and other 
necessaries in populous districts, to check monopoly, and supported 
by the combined capital of shareholders, may be considered as oelong- 
ing to the same kind of enterprises. 

" Your Committee, after considering this class of cases, cannot 
doubt that many cautious persons, of moderate capital, and much 
esteemed for their intelligence and probity in their several neighbour- 
hoods. 



♦ The cost of a Charter was shown to amount to 1,000/.—" Report on Invest- 
ments in 1850." 
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hoods, are now deterred from taking part in such undertakings by the 
heavy risk of unlimited liability which attends shareholders; yet such 
persons would in many instances be the best guides for their numbler 
and less experienced neighbours, and their names would afford se- 
curity that the enterprise had been well considered, and was likely in 
its progress to be well conducted. 

" Your Committee think (independent of the advantage to the com- 
munity of such enterprises being facilitated and carried out by local 
capital) it is a great benefit to enable the middle and even the more 
thriving of the working classes to take shares in such investments, 
under the sanction and conjointly with their richer neighbours, as 
thereby their self-respect is upheld, their industry and intelligence 
encouraged, and a great additional motive is given to them to preserve 
order and respect the laws of property. 

'* These views are sanctioned by the general tenor of the evidence 
adduced ; the example of the New England States also seems worthy 
of consideration in this respect. 

" Under all these circumstances. Your Committee would strongly 
recommend that charters, conferring limited liability on the share- 
holders, should be granted to such enterprises as have been enume- 
rated, and others of a like nature, at a small expense and with every 
reasonable facility. Your Committee are of opinion that a Board or 
officer should be appointed by Government, whose duty it should be 
to see that the requisite precautions to prevent fraud and to ensure the 
honesty of the undertaking were observed; that rules should be laid 
down and published for the guidance of persons applying for such 
charters, and on their compliance with such rules, that the advantage 
of charters applicable to such enterprises of a local character and 
limited risk should be granted. Security for compliance with such 
rules might be given and enforced at the quarter sessions, or before 
some other local tribunal of adequate authority. 

" It might, in some cases, perhaps, be advisable that the liability 
of each shareholder should be double the amount of his share of the 
capital calculated to be necessary for the undertaking ; but this would 
not vary the principle of proposed charters. 

" Your Committee would observe, that it has been stated to them 
in evidence, that in the New England States of America, where many 
local enterprises are often carried out sucessfuUy by shares under 
charters of limited liability, the rules sanctioned by the Legislature, 
published and enforce d previous to grant of any such charter, Vary 
with the character of different classes of undertakings. 

" There being certain rules applicable to enterprises of a more 
certain and less speculative character, in which loss to the sub- 
scribers and the public is less likely to accrue, and other regulations 
of a more stringent character, to prevent fraud and rash conduct, 
enforced previous to granting a charter to enterprises of a more 
hazardous description, perhaps some useful precautions might be 
derived from this experience of our Transatlantic neighbours. 

** Your Committee having thus expressed their strong opinion as 
to the policy of granting charters of limited liability, in certain cases, 
with greater facility than heretofore, now proceed to consider the 
propriety of permitting the introduction of partnerships, on the prin- 
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ciple of limited liability (as is the usage in several foreiga couq- 
tnes), either as a general law or as applicable only to particular kinds 
of enterprise, and according to rules more or less striogent to prevent 
fraud. 

'' The chief objection made to the introduction of the law o{ com- 
mandite, or limited liability under certain rules, appears to be, that 
frauds may be committed bv undue credit being obtained by those 
who may shield themselves m>m responsibility by this law. 

'' Od the other hand it may be stated, that if the amounts of the 
respective partners are paid up, without the power of withdrawal for 
a certain period, and public notice be sufficiently given of these 
facts ; no such false credit can be justly complained of by those who 
have notice of such limitation. The restrictions on liability by public 
notice appears analogous to that of public carriers, innkeepers, in- 
surers, and others, who are permitted by such means to limit their 
responsibility. 

'^ It seeois also a heavy discouragement in a great trading commu- 
nity, abounding with capital, seeing investments, to say that no man 
shall supply that capital, to however limited an amount, to any enter- 
prise in which he shares the profits, without being liable to his last- 
shilling and last acre. 

^' The advantage of allowing partnerships of limited liability has 
been strongly insisted upon before Your Committee, and supported 
by the evidence of many witnesses. The practice of foreign coun- 
tries, and the replies to questions on the subject, more especially fix>m 
Holland and the United States of America, seems highly favourable 
to the introduction of such a law, under due regulations. 

'' It is stated, and Your Committee think with truth, that many 
capitalists retiring from business would often be willing to assist a 
junior partner, or deserving friend, manager, or clerk, with a limited 
amount of capital; that many valuable discoveries, often deserving of 
encouragement, and sometimes of patents, might in this way be 
brought forward; and that many combinations of moderate capitals, 
each limited to a certain declared amount, might thus be brought 
into play, and into useful competition with the practical monopoly 
now exercised by a comparatively small number of overgrown capi- 
talists. 

'^ Should this be the case, many advantages might accrue to the 
public in increasing enterprise and useful competition. 

'' Your Committee are unwilling, however, to recommend any alter- 
ation which might induce rash speculation, and with this view, in a 
desire to proceed with due caution in so important a matter, they 
propose that the law of limited liability of partners should be allowed 
m this country, under such rules and checks as the Legislature may 
lay down, aided by the experience derived from Holland and the 
United States, but not to be applicable to enterprises of a speculative 
nature, the probabilities of which are of difficult calculation, and 
which may involve many innocent persons in their failure. 

'^ Your Conunittee therefore propose the exclusion from such privi- 
lege 
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lege of banking, insurance^ mining, foreign trade, and stich oth^r 
enteiprises as may be deemed of a speculative character, to be enu- 
merated in any legislative enactment on this subject. 

*' Your Committee have referred to the evidence given before the 
Commission on this subject in 1837, where opinions entitled to great 
weight were almost equally divided ; in the Appendix to that R^pcMTt 
is the outline of a proposed law on the subject by Mr. Baring, a name 
highly respected in all commercial circles of the world. 

^' In the Report on Joint Stock Companies in 1844, valuable inform 
mation on matters closely connected with this subject will be found ; 
and in the Report on Investments, of the last Session, evidence 
bearing on this inquiry is worthy of perusaL 

'* On referring to ihe valuable Evidence and Report on Joint Stock 
Companies of 1844, your Committee would remark, that though much 
benefit was conferred on the public by the Report, yet it appears 
that the Joint Stock Companies Act, 7 & 8 Vict. c. 110, s. 79, how- 
ever valuable in some respects, has had little efiect in sufficiently 
checking the commencement of rash speculations, as may be seen in 
the last annual return of the Joint Stock Companies, that the number 
provisionally registered in 1850* were 159, and of these only 57 were 
completely registered, of which above half were for local enterprises 
and improvements, whilst many of those only provisionally registered 
were of a highly speculative character. Your Committee think it 
probable, if limited liability had been permitted, that many cautious 
persons, deterred by the unlimited risk of shares in joint-stock oom«* 
panics, would have formed and carried out useful enterprises of abetter 
considered and of safer character than those thus put before the 
public. 

'^ Your Committee have thus arrived at the opinion of the good 
policy of facilitating the grant of charters of limited liability for share- 
holders in local enterprises^and of introducing partnerships of limited 
liability for certain purposes, under due regulation. 

^^ They think, on the whole, great advantages will arise from a 
relaxation of the stringency of the law in these respects. In support 
of this opinion, they would refer to the valuable evidence taken before 
them, and to the answers to certain printed questions on the subject, 
inserted in the Appendix, derived from persons whose names and 
position will give them much weight. The replies to the questions 
circulated by a society of merchants of London last year to different 
countries, appear to result in the same conviction, especially the 
replies from Holland, New York and Boston, some of which are sub- 
joined. 

'' A very intelligent member of Your Committee, whose opinion is 
justly entitled to great weight, and who is opposed to any great 
change in the law of partnership, is desirous that loans to partnerships 
may be admitted, the interest on which should be regulated by the 

amount 
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amount of profits , and the claim for repayment, should be postponed 
to that of all other creditors of the firm. Your Committee think such 
a proposal nearly equivalent to the suggestion they make, and which 
appears to them preferable, as being more simple in its form. 

" On the whole. Your Committee are strongly of opinion that with 
the increasing numbei-s and rapid accumulation of capital in this 
teeming country, it is highly advisable to relax the present check to 
useful enterprise arising from the law of unlimited liability of all 
shareholders or partners. Without some such improvement, under 
regulations to prevent fraud. Your Committee fear much capital will 
be forced abroad into rash and unprofitable speculations, fraught with 
ruin to the shareholders and evil to all. 

''In concluding their Report, which they submit, with the Evi- 
dence, to The House, Your Committee would express its conviction, 
that by relaxing the fetters of trade and commercial enterprise, they 
believe the energies and latent talent of individuals may often be 
encouraged, and discoveries useful to the community assisted. They 
think the union of small capitals thus aided may often lessen injii- 
tious monopolies, and sometmies prevent local injustice and oppres- 
sion. That stores for the supply of necessaries to the working classes 
in populous districts at first prices and fair weights and measures, 
may be secured ; and that an additional supply of capital to enter- 
prises for the improvement and culture of land, now much wanted, 
may be expected. For these and other reasons detailed in their 
Report, Your Committee earnestly press their recommendations on 
the consideration of The House.'' 

[Adjourned to Thursday, at Two. 



JoviSy 3*" die Julii^ 185^. 



Present : 
Mr. Slaney in the Chuir. 



Mr. J. A, Smith. 
Mr. Evans. 
Mr. Wrightson. 



Mr. C. Fortescue. 
Mr. Morris. 
Mr. Giyn. 



Draft Report read 2% paragraph by paragraph; several amend- 
ments made. 

[Adjourned to Monday, at Two. 
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LuruBy T die Julii, 1851. 



Present : 
Mr. Slanby in the Chair. 



Mr. Evans. 
Mr. Morris. 



Mr. J. A. Smith* 
Mr. Sotheron. 



Drafl Report further considered and amended.'— Report, as 
mended, agreed to. 

Question, '' That the Chairman do report the same, together with 
the Minutes of Evidence, to The House," put, and agreed to. 

Ordered to report. 



The Replies to the printed Queries are from the following 
parties : — 

J. Stuart Milly Esq. 

Charles Babbage, Esq. 

E. Holroyd, Esq., Commissioner of Bankrupts. 

G. R. Porter, Esq. 

H. B. Ker, Esq. 

J. M. Ludlow, Esq. 

Lord Brougham. 

Alderman Hooper. 

Mr. H. J. Enthoven. 

Mr. Van der Oudermeulen, of Amsterdam, Privy Councillor, 8ic. &c. 

W. P. Mark, Esq., Her Majesty's Consul at Malaga. 

Sir O. Rose, Master in Chancery. 
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LIST OF WITNESSES. 



MartiSy 1 3;^ die Maii^ 1851. 

John George Phillimore, Esq. - - - - p. 1 
Leone Levi, Esq. - p. 16 

MartiSf 20® die Alaii, 1851. 

John Howell, Esq, - p. 20 

Mr. Henry Sieber p.38 

James Stewart, Esq. P- 43 

Jcwis, 32** die Maii^ 1851. 
Mr. Turner Townsend P- 54 

Martis, 27** die Maiij 1851. 

Robert George Cecil Fane, Esq. ... - 
William Cotton, Esq. ---.-. 
Mr. Francis Camac Brown . - - - - 

Martisj y die JunU, 1851. 

William Hawes, Esq. 

John Chandler Bancroft Davis, Esq. ... 

jQviSy 1 9"" die Juniiy 1851. 

Mr. Matthew Clark ------ 

Mr. Thomas Carr Lietch * - - - - 

Mr. Edwin Wilkins Field 

Mr. John Duncan 



p 


. 66 


p 


' 9» 


p 


• 99 


p- 


101 


p- 


116 


p- 


129 


p- 


J34 


p- 


M5 


p- 


15J 

1 
1 



[ 1 J 



MINUTES OF EVIDENCE. 



Mariisy 13*^ die Mali, 1851. 



MEMBERS PRESENT. 



Mr. Tatton Egerton. 
Mr. Sotheron. 
Mr. Tufnell. 
Mr. John Ellis. 



Mr. Labouchere. 
Mr. J. A. Smith. 
Mr. C. Fortescue. 



R. A. SLANEY, Esq. in the Chair. 



Jokn George Phillimore, Esq., called in ; and Examined. 

1. Chairman.'\ YOU are a Barrister ? — Yes. 

2. And Reader of Civil Laws to the Honourable Society of •f«/?- 
the Middle Temple ?— Of Civil Law and Jurisprudence. PhUUmore, 

3. You are perhaps aware that this Committee has been ^' 
appointed for the purpose of inquiring into the policy of in- 13 May 
troducing the law of limitation of the liability of partners, 1851. 
under certain restrictions, into this countrv ? — Yes. 

4. You are aware that the law of limited liability under 
certain restMctions prevails in the United States, in France 
and in Holland, and in some other countries? — ^I know that 
it prevails particulary in France, and Livingstone has taken 
great pains to insert it in the Code of Louisiana. 

5. What is your opinion as to the policy of introducing it, 
under due regulations and safeguards, into this country ? — I 
have the strongest opinion in its favour, and that opinion does 
not rest on my own judgment only ; but it rests also on the 
opinions of all the great text writers whom I have read on the 
subject of French law, Pardessus, Bavard Veyriferes and 
Monsieur Troplong, who is now a member of the Court of 
Cassation, and has written two volumes on the subject of 
partnership ; they all agree that it is most desirable, and that 
it acts as a great encouragement to industry. 

6. Mr. Labouchere.'] You allude to the opinions which 
0.51 • A French 
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J Q French lawyers have expressed of the effect of the Law of 
Phihimore^ Partnership ? — Of the law of limited responsibility. 

Esq. 7. As applied to France ? — Not as confined to France, be- 

"^ cause it was borrowed originally from Italy ; Casa Regis, who 
1851?^ is a great authority on commercial law in Italy, particu- 
larly mentions the limited responsibility as a principle which, 
he says, is much favoured at Florence and at Genoa ; it is from 
thence that France has no doubt taken the law en commandite. 
It was incorporated in the French law in the time of Louis 14th, 
by an Ordonnance of 1671, which was drawn up under the 
immediate inspection of the great French lawyers of that day. 
But there was this difference, the law had its origin partly in 
a prohibition of the Church against putting money out at 
usury, and partly in the prejudices of the noblesse, who looked 
on commerce as a degradation ; therefore the original law of 
commandite was entire secrecy as to the persons who did not 
manage the affairs, and that led to great abuse ; one of those 
abuses was, that in cases of bankruptcy, a man who had in 
point of fact been a partner, came in as a creditor. 

8. Have you no apprehension of the effects of the law of 
limited partnership, which prevails in France, being applied 
to England, without some restriction ? — I think not ; " limited 
liability" is rather an ambiguous expression ; if the liability of 
all the parties was limited, it would be different Such is the 
SociStS Anonyme, with which this has sometimes been con- 
founded. I think Mr. Mill, in his Political Philosophy, con- 
founded the SociitS Anonyme with the SociStS en Commandite, 
for this reason : that he says the authority of the Government 
is requisite to establish it ; now no authority of the Govern- 
ment is at all requisite to establish the Sociiti en Com- 
mandite. 

9. Are the Committee to understand that you do not recom- 
mend the adoption of the principle of the SociStS Anonyme in 
the English law? — Certainly not ; I do not give an opinion 
about that, because my attention hais not been particularly 
directed to it ; I think that is open to great dangers, from 
which the SociStS en Commandite is free. 

1 o. Chairman."] Will you describe what are the main pro- 
visions of the SociStS en Commandite ? — It was much discussed 
at the forming of the Code Napoleon ; and Merlin and the old 
jurists were extremely anxious to keep the old law, which was 
that the names should not be published, and that there should 
be only one ostensible partner ; but the law as it stands is this, 
there is an Act drawn up, in which the names of all the partners 
are mentioned, and the sums which they contribute ; there is 

then 
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then published, for the inspection of the public, the names of j. g. 
the people who are called 06rans ; that is, the people who are PhilUmoref 
responsible to the utmost limit of their property, and are ^^^• 
managers of the transactions; and, besides that, there is ^ |^^ 
published the different sums which are contributed by other 1851. 
people, without mentioning the names of those other parties. 

1 1 . Mr. Tufnell."] Is there any limitation with regard to 
the objects of these companies r — They must state for what 
purpose the society is established ; it must have a " raison 
sociale.'' The Soci6t6 Anonyme is only qualified by ** rohjet 
de son entreprise'' — Code de Commerce, 30. 

12. They do not exclude banking or mining? — No, I think 
not at all. 

13. ChairmanJ\ Is not banking or mining excluded by the 
American law ? — I believe so. Another reason which 1 think 
important in favour of it is this ; that if any of the commandi- 
taireSy any of the persons who wish for ^ limited responsibility, 
at ail meddle or interfere in the management of the transac- 
tions, they become liable to the whole extent of their fortune. 

14. Mr. LabomhereJ] Is there any limitation as to the 
amount of capital ? — None. 

1 5. Should you have no apprehension of the effect of such 
a law being applied to a community with the habits of Eng- 
lishmen ? — No, I think not ; everybody may see what is the 
amount of capital embarked in a speculation ; a person would 
only have to go to the place where the register was kept, and 
he would see the exact sum that was vested in the person who 
was entrusted with the management of the speculation. 

1 6. Would there be no fear, with respect to ordinary trades- 
men's affairs conducted in that way, of the principal part of 
the capital engaged being in the hands of persons who were 
not responsible beyond the extent of the capital ? — ^The trades- 
man who embarked his capital would do so on his confidence 
in the probity, skill, and judgment of the persons whose pro- 
perty was embarked and entirely invested in it. He would 
know the name of the person or persons, the gerans, whose 
property was liable to the last shilling. 

17. Do you think it would be possible that a man of real 
substance might put a sum of money into a highly speculative 
concern, on the chance of great gain, without at the same time 
very much increasing the possibility of loss, on account of the 
limited liability protecting him beyond the sum which he so 
put into the concern ? — No doubt there will be that danger ; 
but it appears to me that that danger would not outweigh the 
advantage of such a state of things. Adam Smith, in a re- 

0.51. A 2 markable 
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13 May 
1851. 



markable passage on joint stock companies, observes on the 
encouragement which they give to industry ; but he says there 
IS a want of sufiBcient interest in the individuals employed in 
their management. Say says the same thing. It appears to 
me that the SociitS en Commandite remedies that, and, as Trop- 
long says, it combines extensive capital with individual skill 
and the energy of personal motives. 

18. The mercantile spirit of England is far more specu- 
lative than that of any other nation on the Continent, is it 
not ? — I cannot speak from experience on that subject, but 
from what 1 have read, I should say that the French are not 
in commerce so speculative a people as the English. 

19. .Mr. Soiheron.] Ts there any proportion required to be 
kept between the interest of the person whose whole property 
is involved, and those who may individually put their money 
into a limited extent? — No, I am not aware of any such re- 
striction ; nor do I believe any such restriction exists ; I 
believe it is entirely a matter for individual judgment 

20. Mr. Labouchere. 
straw ? — Yes, if they wi 



mere man of 



The girant may be a 
1 trust him. 

21. Mr. TufnelL'] How is he chosen? — I suppose by the 
society ; he is the agent of the society. 

22. Chairman.'] And they, according to their prudence, 
choose a man who is prudent or imprudent ? —For the regula- 
tion of accounts, and the inspection of accounts, the law of 
commandite expressly provides ; that is so established by the 
tribunals, that it shall not be considered such an interference, 
•* immixtion^ " with the management of affairs as to make a 
person's property liable ; so that although the person were not 
a g6rant he would have the right to demand the accounts and 
inspect them. He may also prevent the managers from em- 
barking in transactions forbidden by the " Acte de Societe,' 
without becoming responsible to the full amount of his estate. 

23. Chairman,] The parties to limited liability have still a 
right to inspect the accounts from time to time ? — Yes, with- 
out increasing their liability. 

24. Mr. 2\ Egerton.] What provision is made for the 
publication or the management of the accounts? — That is an 
arrangement entirely for the society. 

25. There is no provision for a licensed auditor ? — No ; on 
the contrary, the great object has been to exclude Government 
from having anything to do with it; the management of the 
accounts would be according to the arrangement they came 
to ; the sum contributed is published ; and if that sum were 
falsely stated, it would be an *' escro^uerie/* a criminal offence. 

26, When 
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'fl6. When is that published ? — When anybody may see it ; /. G. 
and the shares are transferable. PhiUknorep 

27. Mr. Sotheron."] But the names of the parties are not _^ 
published? — The names of the parties are inserted in the 13 May 
deed, but they are not inserted in the register which is ex- 1851* 
posed to the public- 

28. Supposing I want to put 100/. in one of the com- 
manditeSy should I have it in my power to learn the names of 
the parties who would be my colleagues in the undertaking ? 
— You would know who the gSrans were, and, by consulting the 
original deed you would know who the original parties were ; 
but as the shares are transferable by mere delivery, you would 
not know, without inquiry, who the actual holders were. 

2g. Do you know whether any provision is taken by the 
French law to prevent the whole of the shares getting into one 
or two hands, or being played with in any way ? — There is no 
such provision at all; they are like any other English instru- 
ment, or anything which is allowed to be transferred ; for in- 
stance, a bill of exchange or shares in the funds, which may 
be bought by anybody. 

30. Therefore the confidence which induces persons to join 
in these undertakings entirely depends on their opinion of the 
giranty and in no respect upon their opinion of the other com-- 
nianditairesX — No, I do not agree to that ; it depends on their 
opinion oith^gh^ant as a person of skill and honesty, but not 
as to their opinion of the ghant as to the amount subscribed, be- 
cause they know the amount of the shares actually subscribed 
and actually liable, to which they can appeal. 

31. So far as personal character is concerned (which in 
England goes a great way in determining whether a person 
will or not join an undertaking), so far as personal character is 
concerned, the only person who is actually known and certified 
is the girant ? — Yes, there may be several gerans. 

32. Chairman.'] Do you think, without entering now into 
the minute regulations of the law of France as to limited lia- 
bility, that that law of limited liability, with such additional 
safeguards as might possibly be suggested to prevent either 
fraud on the public or fraud on the shareholders, would in this 
country be useful ? — Certainly, I do ; I think that every Act 
of Parliament which is passed for a joint stock company, in 
spile of the drawbacks alluded to by Smith, sufficiently exem- 
plifies the importance and value of the principle; it would give 
all the benefits of a joint-stock company without the objections 
to which it is liable. 

0.51, A3 33, Do 
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•7. G. 33* Do you think that such a law of limited liability, if it 

PkilKmore, were fenced round with the safeguards that have been spoken 
^^' of, and which, although they do not prevail altogether in 
13 May France, do prevail in the United States, and several states of 
1851. the Continent, would be likely to open fresh and useful invest- 
ments for the small capital of the middle classes ? — I think 
one of its great recommendations is, that it will afford a safe 
and desirable mode of investment of small sums. 

34. You are aware, probably, of the vast increase of per- 
sonal property in this country within the last thirty or forty 
years ? — Yes. 

35. Do you not think that some such opportunity for the 
investment of limited liability would be useful to the middle 
classes in local enterprises of various kinds, which are called 
forth by the increase of population in towns, and so on ? — 
I have no doubt that is one way in which its capital would be 
very usefully employed. 

36. Such, for instance, as waterworks, gasworks and public 
enterprises, promising to pay moderate profits; such as lodging 
houses, washing houses and others, that persons have been 
desirous of having such means of investment, ut have beenb 
deterred by the unlimited liability which at present exists ? — 
I have no doubt at all that is one way in which the institution 
would show its utility; I have been readng, very carefully, 
Livingstone's Code of Louisiana, and I hve observed that 
he does not think any limitation is at all necessary ; he is one 
of the greatest jurists that ever lived. 

37. Mr. Tufnell.'] Have you known any such instances of 
local enterprise as have been mentioned by the Chairman, 
prevented in consequence of the present state of the law, 
from want of the means and the unwillingness of parties to 
engage in them ? — No, 1 do not personally know of any such 
instance. 

38. Chairman.] The question referred to investment by the 
middle classes for matters connected with public enterprises, 
promising moderate profits ; do you think there are other em- 
ployments for moderate capital, promising moderate profits, to 
which it would be applied if this limited responsibility were 
permitted ? — Undoubtedly I do. 

39. Are you aware that in Holland, a country which is 
remarkable for the prudence of its inhabitants, many of the 
enclosures from the rivers, banks from the sea, and improve- 
ments of waste lands, have been carried out by companies of 
this nature? — I was not aware of that. 

40. Are you aware that in the Rhenish provinces, farming 

establishments 
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establishments are carried on by companies of this nature? — J. G. 

I am aware of that, not from personal observation, but I am PhilUmore, 

aware of it from books which I have read. ^ ' 

41. Do you think that in this country, supposing limitation 13 jfay 
of liability was permitted, such as has been spoken of, with 1851. 
proper safeguards, many fresh employments of capital might 

be brought out usefully, both to those persons who invest, and 
also to other parties? — It appears to me that what Adam 
Smith says has the strongest possible application to the sub- 
ject ; I mean those remarks which he makes upon joint-stock 
companies, where he says they afford great encouragement to 
industry and economy, and that the great drawback to them 
is, the want of a sufficient individual motive in the person at 
the head of the affair; and Say makes the same observation. 
He objects to the ^^ foible quotepart " of the managers in such 
enterprises. 

42. Do you think if some new matter of this kind were in- 
troduced with great caution and with great care, that it would 
be well in the first instance perhaps, to avoid its application to 
matters of an uncertain nature and rather difficult of calcula- 
tion, and that it might be politic to exclude in the first in- 
stance, banking, mining, insurance and foreign trade, so as to 
confine it, in the first instance, to investment in matters which 
are more within our own view or the view of the persons so 
investing their capital, and thereby of a nature less likely to 
be fluctuating than others which have been adverted to? — I 
have no doubt that the limitation you propose would very 
much lessen the opposition to the measure ; but I do not see 
how, unless the principle is departed from, you can carry that 
limitation into effect. You must, to a certain extent, rely 
upon individual prudence and sagacity, and I confess I should 
not be disposed to interfere with the exercise of those quali- 
ties by any legislative provision. That is my own particular 
opinion. 

43. Your view would be in favour of the larger ; but you 
think, at the same time, it might disarm opposition ? — I have 
no doubt that it might, so far as reconciling the minds of the 
people to it ; I would also add, that the provision was adopted 
in the Royaume des Pays Bas ; it was introduced or sanc- 
tioned by the Dutch, because it is drawn up in Dutch, under 
the old system, in the kingdom of the Netherlands. 

44. Mv. Labouchere.'] Looking merely to the savings of the 
poorer classes, are you not of opinion that the great object of 
any investment is, that security and convertibility should be 
obtained? — It is convertible, because they can part with it 

0.5 1 . A 4 whenever 
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J. 6. whenever they like ; it is part of the system that the shares 
PhilHrnorey should be transferable. 

Z. 45. Contrasting, for instance, the public funds, savings 

13 May banks, the purchase of a small bit of land; railway debentures, 

iSji, and investments of that description, have not all those invest- 
ments rather the merit of security than encouraging by legis- 
lation the humbler classes to invest small earnings in specula- 
tive undertakings ? — I must say, that from what I have read 
and seen, I think this will be at least as secure as any of the 
modes of enterprise which you have mentioned. If 1 wanted 
to select an instance of property which was exposed to great 
fluctuation, I should take railway shares. 

46. It has been found that railway shares have fluctuated ; 
whereas railway debentures have fluctuated as little as any 
other description of property ? — There is a broad distinction 
between railway debentures and railw^ay shares. I thought 
you said railway shares at first. 

47. For instance, do you think it would be a desirable thing 
to encourage a labourer with a sum of 200 /., to invest that 200 /. 
in a joint-stock company engaged in farming operations? — I 
think it would be a desirable thing that he should have the 
power of doing so if he chose, not as a general proposition ; 
that he should do it as a motive to economy, and a laudable 
desire to improve his condition ; it would be extremely to be 
wished that a labourer who had perfect reliance upon the 
honesty and integrity of four or five people, and also upon their 
solvency, should have an opportunity of putting a small sum 
into an enterprise which was sanctioned by them ; take, for 
instance, any country gentleman or wealthy merchant with 
whom a labourer might be acquainted ; I can hardly conceive 
anything more desirable than that a labourer should be able 
to add his mite to an enterprise under such sanction and en- 
couragment. 

48. Looking at the effects which railway speculations have 
produced upon the middle classes of this country, have you 
no apprehension that a similar spirit applied to the humbler 
classes of this country would produce similar results ? — I 
canqot at all say that I have no apprehension that a man in 
any condition will not over speculate, because he may do so ; 
but I am not at all prepared to guard against that by choking 
all that may lead to speculation. 

49. Chairman.'] Do you not think that some of the wild 
speculations in railways and other things arose in a great 
measure from no safe investment being open to parties of the 
middle class, and that they were speculations in which they 

were 
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were obliged to invest their savings because no others were j^ q^ 
open to them? — I have no doubt at all, that if, for instance, PhUUmore, 
such partnerships as I have nientioned were naore common, Esq. 
railway speculation among the middle classes would not have iTyT 
been carried to the extravagant extent to which it was carried, 1851. 

50. You have been asked about investments in land. Are 
you not aware that in small investments in land there is great 
difficulty on account of the charge for the title and the cost of 
transferring, so that it is almost a prohibition? — I look upon 
the shocking and wanton expense of law proceedings with 
regard to the transfer of land as almost entirely amounting 
to a prohibition. 

51. Mr. Labouchere.'} Does your advocacy of the principle 
of limited liability in this country, rest principally upon its 
tendency to increase the application of capital to useful under- 
takings, and thus to improve the condition of labour in this 
country ; or does it rest upon the means which you think it 
would afford to very small capitalists, of advantageously in- 
vesting their capital in undertakings of that description ? — It 
rests upon both grounds. 1 think that everything which gives 
encouragement to healthy enterprise is proper in a commercial 
country ; and I think this would give that encouragement ; I 
think the lower orders would derive a benefit from it, in 
common with other people. • . 

52. Chairman.l The question was relative to small capital, 
but as applicable more especially to the middle classes. Do 
you think it would be advantageous? — I certainly think it 
would. 

53* Do you think they have generally sagacity enough to 
watch pretty well the mode in which they should put out their 
capital, if they had the permission given to them ? — Yes, I 
think a person must be wanting in common sagacity, if he 
were misled. I do not say that cases would not happen where 
people would be grievously misled now and then ; but I think 
that rather less sagacity would be requisite in this, than in 
most other kinds of speculation, for the simple reason that a 
man would look to the names which were familiar to him before 
he engaged in any speculation of the kind. 

54. Mr. Labouchejx.'] Do you carry your principle to the 
extent that you would have no limitation of any kind on the 
law of partnership in this country ? — That would involve a 
great derangement of existing interests ; if by that you mean 
whether I would carry my principle to such an extent as to 
think that the law en commandite in France would be appli- 
cable in this country, I undoubtedly do ; I do not think that 

the 
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•7. G. the SocUU Arwnyme, as it is in France, would be desirable in 

Phittimore, this country ; but I think, with the check which it receives 

^^^' from the responsibility of two or three persons, and the glaring 

13 May ^^^'y ^^^* ^ person would commit who engaged in a specula- 

1851. tion with them, if he were not convinced of their solvency 

and their integrity, I think that the law en commandite offers 

as good a guarantee as can be desired. 

55. But you do not think it would be safe to trust entirely 
to the vigilance and wariness of the public against the frauds 
or the follies which may be committed by speculators of all 
descriptions? — I think it would be wise to trust to individual 
vigilance and dexterity ; I believe myself, that society gains 
much more by relying on individual vigilance and dexterity 
than from any appeal to the interference of the Government. 

56. Still you would protect the public by some law of 
partnership? — I do not know that I should be prepared to say 
that ; I should wish a partnership to be as free as any other 
form of trade ; liable, of course, to the responsibility of certain 
members, for the whole amount, as I have said, of their 
fortune. The SociStS Anonyme does not do that, because 
there, no one is liable at all beyond the sum which he chooses 
to invest in speculation ; but that is not a length to which 
I am disposed to go. 

57. You think that would be unsafe ? — I think, as far as I 
can judge, it would be unsafe ; I do not state it as a positive 
opinion ; I speak as a lawyer, and as a politician, not as a per- 
son with mercantile experience ; but what I mean is this, 
that I think the SociStS en Commandite does give a reasonable 
man, and a man of experience exercising even less than the 
ordinary degree of vigilance, sufficient security ; I do not say 
that great calamities will not happen ; no doubt they will ; but 
I observe that almost all the commercial and civilized nations 
have adopted that principle ; and it has been the practice in 
Europe, from the very earliest period, from the time of the 
great republics of the middle ages, down to the time of Louis 
the 14th, and it is now sanctioned by the Code Napoleon. 

58. Mr. J. A. Smith.'] And still commercial enterprise has 
been carried further in England than in any other country ?— 
Not in proportion to its resources ; I should say that the very 
greatest proof of what commerce would do, is to be found in 
the history of the Italian republics of the dark ages, con- 
trasted with the disadvantages they had to struggle with, and 
the people by whom they were surrounded ; England has 
never understood scientific legislation or jurisprudence. 

59* Mr. Labouchere.} Is there any boldness in England, 

in 
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in English commercial enterprise at this moment? — Not J,G. 
among the great speculators; but then the question is, PhiUmorej 
whether you would confine it to a particular class, or extend ^^^' 
its benefits to a wider class. J3 jjay 

60. Mr. J. A. Smith.'] To recall your attention for a mo- 1851. 
ment to the law en commandite^ am I correct in saying that 
the gh^ant is entirely responsible? — Entirely. 

6i. Am I not equally correct, in assuming that any person 
who interferes in the management, even to the signing of any 
particular paper, involves himself in a personal responsibility? 
— Any person who interferes in any way with the manage- 
ment of the concern (and what the proof of that would be, I 
am not French lawyer enough to tell you), makes his whole 
property liable. 

62. Does not that very fact give strong confirmation to the 
belief, that that personal unlimited responsibility is a very 
great protection against excess of speculation ? — In some, but 
not in all ; I do not think it gives authority to the doctrine 
that such a responsibility would of necessity be desirable. 

63. Is that responsibility not imposed as a cKeck on the 
gSrant ?— Yes. 

64. Then would it not follow that that provision was a 
check ? — You must take the whole thing ; it does not follow, 
because one element is good, that if the whole thing consists 
of that element, it is good ; but it only follows logically that 
that element is a useful element, and ought to prevail to a 
certain extent. 

65. Is not that provision introduced, and that liability im- 
posed on the gSranty because it is believed it will act so as to 
prevent excessive speculation ? — No doubt that is one motive, 
that it is a bar to unlimited speculation. 

66. What other motive is there ? — ^The deep interest which 
the gerant has in the management of his affairs by contribut 
ing to his own profit. 

67. But his own profit will only be in proportion to the 
capital which he has invested in it ? — It may be beyond that; 
they may agree to reward his personal dexterity and know- 
ledge by a larger share of profit than the rest of the people 
in the transaction. 

68. But that would rather be in the form of the charge of 
management ? — It is perfectly recognized by French law that 
one partner may, without violating the law of partnership, 
receive a larger profit than the others. 

69. Must not that be looked at rather in the light of the 
charge of management than any other ?-«-Certainly. 

70. Is 
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PM '^^* Is not the object of giving that increased allowance to 

Esq. ' repay him for his personal trouble and exertion in superintend- 

ing the affairs of others ? — No doubt. 

13 May 71. Is not the provision as to liability to the extent of his 

1 51- whole fortune introduced specially, and avowedly, aud know- 
ingly, for the purpose of preventing him indulging in undue 
speculation ? — No doubt ; but I do not at all admit the infer- 
ence that the speculation will be more repressed if every one 
is equally and in the same manner liable ; and the discourage- 
ment to enterprise will be an evil, as it is now, for small 
capitalists, who can find no means of investing capital, and 
are often ruined by the dishonesty of those to whom they lend 
it, without the means of ascertaining their resources. 

72. With regard to the investment of the savings of the 
middle and lower orders, do you think that legislation should 
direct its object rather to the high rate of interest, or to the 
better security of those investments ? — I think the security is 
more important than the high rate of interest ; at the same 
time, I think the Legislature might do a great deal of mis- 
chief with the notion of contributing to the security of such in- 
vestments, if it interfered to prevent the profit which an eager 
man might naturally desire to make. 

73. Would not the natural state of things be unlimited lia- 
bility, and the unnatural state of things limited liability ? — I 
cannot agree with that ; I do not at all admit that. 

74. If legislation does not interfere to prevent and to limit 
liability, it is of itself unlimited, is it not? — By the law of 
England, but not by any law of nature. A man has a fair 
right to say, " Here is 100 Z. ; I am responsible so far :" such 
was the law in the Pandects, the partner was liable pro virilL 
To give you a strong answer to the question you have put, I 
may put it in this way : if a person goes to another, and says, 
" There is 100 Z., recollect I will be responsible for that 100/., 
and for that 100 Z. only," the person to whom he said that would 
have no natural right whatever to come to him and say, ** You 
shall be responsible for all your fortune.'* In the case which 
I have supposed, what a person would say to another, is what 
he here says to society ; '* Here I am ; do not look on me as 
worth anything more than this; I am worth 100 Z., and for 
that I will be responsible, and no more." 

75. Probably nobody would dispute the propriety of the 
first part of that proposition ; namely, that the person re- 
ceiving the 100 Z. in deposit from A., should not consider A. 
responsible for more than 100 /., but it does not equally follow 
that the public, who do not know what he has got in him, 

should 
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should consider him only liable for 100/., if they know that J. ff . 
he has a fair share of the profits?— Your question was with PhiJUmore^ 
regard to what was most natural, and I take the case only of '^^* 
a partner, and I say, if A. goes to B. as a partner, and says, 13 May 
" My fortune I pledge to you as far as 100 /., and np farther," iBji. 
as far as the partnership is concerned, he is liable only to B. 
for that amount. I think the same rule applies between an 
individual and the public, if the public have notice ; if the 
public have no notice, you suppose that the person means to 
invest his whole fortune ; but if he gives notice that he 
means to risk a part only, I think it is more natural that he 
should not be liable beyond his notice. 

76. Chairman,'] They do give notice under this law ? — They 
do give notice, that is a main point. 

77. Mr. J. A. Smith.'] You have stated that you were not 
aware of any enterprise now, in the present state of capital in 
England, which had been prevented by want of means? — 
I should not be in the way of knowing it. 

78. You have no reason to believe that that has occurred? 
— 1 do believe it most firmly, but I do not know it personally ; 
I argue from the course of human affairs, that people would 
undertake a great many things, but that the immense expense 
with regard to land would at once crush any enterprise of that 
nature which has been suggested, and unlimited liability deters 
others. I cannot doubt that if a cheap and safe mode of enter- 
prise, such as I look upon the SociStS en Commandite as being, 
were proposed, many people would take advantage of it. 

79. Leaving out land, and turning your attention to com- 
mercial enterprise, is not the power of joining in any commer- 
cial enterprise enjoyed now almost to the full extent, and with 
comparatively small risk on the part of any persons who wish 
to embark small capital in it, by means of the repeal of the 
usury laws, and the means therefore being afforded of lending 
to any enterprise, specific sums at a high rate of interest,- if 
the persons having those sums think they can use them in that 
way to advantage? — Not, in my opinion, as completely as it 
might be, because lending at a high rate of interest involves in 
itself a great risk. 

80. Why } — Because a person who gives you a high rate 
of interest is likely to employ your capital in a^.very hazardous 
speculation, and you have only his assets to look to. 

81. Is that your object in altering the law to enable persons 
to embark in business and acquire a rate of interest higher 
than the ordinary investments give ? — Yes, combined with the 
security, 

82. Why 
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J. G* 82. Why should there be more danger or more risk ia the 

Philtimcr$f one than in the other ? — Because you have the power of com- 

^^ bining a greater capital. 

13 May ^3- ^^ ^^* y^^ occasionally see a very large capital em- 

1851. ployed? — Certainly, but I do not think those cases are so 
numerous or so favourable to small capitalists as to render such 
a security as I have mentioned unnecessary ; a man, in the 
case I have mentioned, would not only see the names of the 
geranSj but would also have it in bis power to ascertain the 
amount of capital which was paid up, which, in the case you 
have mentioned, I apprehend could hardly ever be the case ; 
he would rely on one single person. 

84. Would it not exactly meet the case which you gave in 
the earlier part of your evidence, and which you thought 
would be a desirable state of things ; namely, that of enabling 
a person in a country district to combine with his neighbours, 
or with a rich landowner, for any particular object, that if he 
chooses he may now, by lending his neighbour or a rich land- 
owner money at a higher rate of interest, combine with him in 
any transaction he pleases? — But you would give the land- 
owner who gave the interest the benefit of having a company 
at his back ; the landowner may say, I will not have any- 
thing to do with this unless I have a larger sum than I can 
supply ; that may be the landowner's motive, and yet the 
landowner's name may furnish perfect security to his neigh- 
bour if he agrees to be responsible for the whole amount of 
his estate. 

85. You mean that the landowner would not embark in a 
speculation unles he had a company, as you term it, to stand 
between him and his share of the loss ? — Fes, it might be a 
larger sum than he could conveniently spare. 

86. Assume that the whole capital is obtained in both cases ; 
that in one case it is obtained by loan, and that in the other 
case it is obtained by subscription in the shape of shares or 
proportion of capital ; supposing the same amount to be ob- 
tained, the landowner could only object to the system of loan 
because it deprives him of a recovery in case of loss ? — Yes, 
but then I should not think that the whole of the capital 
would be equally obtained ; that seems to me to be the 
begging all the main questions of the argument ; one great 
object here is, that you collect a great capital much more 
easily than you would in any other way, and enable small 
capitals to assist in great enterprises. 

87. Chamnan.'] Notwithstanding all the questions which 
have been put to you, you still remain of opinion that it 

would 
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would be a great advantage to introduce, with proper regula* /, q. 
tious, the law of limited liability into this country ? — Yes ; if PhUtimoret 
you will allow me to say so, I am particularly anxious that -^^ 
what I say should not be misunderstood ; I do not mean the i^M^y 
law of liability generally, but the law of limited liability as it 1851, 
is according to the French law en commandite ; and I cannot 
have any doubt that such a system would be most desirable. 

88. You think that would be beneficial, both as fostering 
enterprise, and as giving a sure investment to a moderate and 
small capital ? — I think it is desirable to encourage anything 
which produces healthy enterprise. 

89. Mr. Labouchere.^ Do you think it expedient that there 
should be one law of partnership for small undertakings, and 
that there should be another law of partnership for great 
undertakings? — No ; that would not be desirable ; I think it 
would be very desirable that there should be different laws of 
partnership ; but to confine one law to one set of people, and 
another law to another set of people, I cannot conceive would 
be desirable at all, or indeed possible. 

90. Mr. J. A. Smith.'] Do you not believe that a very 
serious impediment to association exists in the present law of 
partnership ? — Yes, I do. 

91. Do you not believe that, in the humbler classes, associa* 
tion is more prevented by the difficulty of settling disputes inter 
s€y than by the question of fear of unlimited liability ? — That is 
a question which it would be presumptuous for me to answer; 
but, perhaps I may be allowed to say, that the state of our 
law is so exceedingly barbarous and defective, that there is no 
doubt it does operate as a great check ; for instance, accord- 
ing to the common law, a single partner may give a release 
to a debtor, and at the last moment he may turn over his 
partner, and oblige him to go into a court of equity; that, no 
doubt, is one great evil growing out of the law of partner- 
ship. 

92. Chairman^ You would not see any objection to the 
law of partnership, as it now exists in England, existing con- 
currently with the introduction of the law en commandite for 
certain persons ? — Certainly not. 

93. Mr. Sotheron,'] From your knowledge of the law as it 
at present exists in France, supposing this Committee were 
to recommend the adoption in this country of any such law, 
can you suggest any improvements which you think would be 
desirable ? — I would take the French law as it stands in the 
code of Louisiana by Livingstone, taking care of course that 
there should be as much publicity as possible. If I suggested 

any 
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J.G. any alteration, it would only be with regard to greater 
Pkiilimore, publicity. 

^^* 94. Then you do not recommend that any restriction should 

13 May ^^ applied, either tq the nature of the undertaking, or to the 

1851. amount subscribed ? — No ; I do not mean to say that some 
undertakings may not be suggested possibly, to which one 
would not wish to apply the law ; but at present I am not 
aware of any. 

95. You would therefore recommend that the law en com" 
mandite should be always applicable to any subject and by any 
number of persons, and that it should go on concurrently with 
the present law of partnership ? — With regard to banking, one 
might be disposed to say that it should not apply ; but I con- 
fess I say that in deference to what I know to be the opinion 
of others, rather than upon my own judgment. But I am so 
ill qualified to speak upon a mere commercial subject, that I 
should pay great deference to their opinion. 

q6. Mr. J. A. Smith.'] If limited liability is assumed to pre- 
vent improper speculation, ought it not most particularly to be 
applied to banking? — I recommend it, but I do not state my 
own opinion, as to banking being an exception, so much as 
the opinion of others who are better qualified than myself to 
form a judgment. Besides, I must disclaim the notion that 
the chief object of the law is to prevent improper speculation, 
which no law can prevent. I think the law en commandite 
might be safely applied to banking. . '^ 

97. You do not share that opinion ? — I cannot say I share 
the opinion. 



« • • • 



JLeone Leviy Esq., called in ; and Examined. 

Leone Levi, 98. ARE you acquainted with the law of partnership as it 
*2sq- works on the Continent ? — Yes, as far as my little experience 

99. You are the author of a work of considerable celebritj'' 
on that subject? — Yes, on the commercial law of the world. 

100. You have also given lectures in different parts of the 
country?— I have. 

101. Mr. Labouchere.'] Have you been engaged in trade 
abroad ? — Yes. 

102. In what place? — In Italy; Ancona, in the Papal*. 
States. 

103. As a general merchant?— Yes. 

104. You are now a merchant in Llveroool ? — Yes, pro- 
fessionally, 

105. Chairman.'] 
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105. Chairman Ji You are aware of what is the law on the ^'^ ^^^* 
Continent, as applicable to partnerships of limited liability, in J^ 
France, in Holland, and in some other parts ? — I am. 13 May 

106. Do you think that the introduction of that law, with i^i* 
reasonable safeguards against fraud, would be useful in this 
country ? — I cannot speak of the commercial state of this 
country as well as I can speak of the commercial state of 

Italy ; but as far as the general principle goes, I should say 
there is nothing against morals, or against public law, on 
which the Government should interfere. As to its working, 
in commercial places on the continent, as far as my expe- 
rience goes, I think it works pretty well ; they are subject, 
however, to much abuse. 

107. What is " subject to much abuse?*' — I have known 
cases in which the dealing of the parties was not so satisfac- 
tory as it would have been if it were otherwise. 

108. Is your opinion in favour of the working of the law 
of limited responsibility en commandite^ or not ? — I am in 
favour of it. 

109. Perhaps you think there might be some improvements 
made in the safeguards surrounding it ? — Yes. 

110. Do you mean as regards the partners, or as regards the 
public, or both ? — As regards the public. 

111. Having stated that you think it advantageous and that 
it works well to society, what safeguards do you think could 
be advantageously added to it ? — My idea is, that publicity 
is the main safeguard of such partnerships ; and publicity is 
often obstructed. There are no means of knowing exactly 
how matters work behind the counters ; the capital should all 
be paid up, and sometimes it is not paid up. 

112. Then you think there should be a register open to the 
p6btic for their inspection, and that the capital should be paid 
lip?— Yes, the registration here of joint-stock companies is 
not sufficiently public ; no one knows where to go, to find it 
out ; and if such should be the case with partnerships en 
capimandite^ publicity would be completely obstructed ; there 
would be no safeguard in it. 

113. Your opinion is, that with complete publicity it would 
be advantageous to introduce it here ? — I think so. 

1 14. Can you state any instances in Italy where it is applied 
beneficially and usefully ? — In my native town there are 
banking houses and commercial houses which have carried on 
large enterprises very profitably, and have worked exceedingly 
well. The profit in a banking house may be five per cent., 
and such partnerships en commandite have realized 9 and 10 

0,51, B per 
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le^e Lm, per cent., with an enlarged influence and regular business. I 

E^q- jcnow instances also, in which commercial men haying long 

"^ been established in business, and acquired a respectable repu- 

^1851* tation, having lost their capital, have succeeded in getting up 

a partnership en commandite^ and have been succsssfuL 

115. You mean that persons of intelligence, and having 
experience in commercial matters, when they are without much 
capital themselves, are able to make that experience and ability 
available for the benefit of others, by being in many instances 
the managers of such partnerships, with some small capital 
subscribed by their friends and others ? — Yes, I know of 
clerks, for instance, who having been with their principals for 
some time, by their industry and perseverance have succeeded 
in getting up such partnerships e/s commandite. The principal 
has subscribed a certain sum, and in a short time others have 
followed, and they have become respectable merchants. 

116. Will you mention some of the employments in which 
such capital has been occupied ; I think you said merchandise ? 
— I think banking in those places works better than mer- 
chandise. 

117. You do not mean banking with the issuing of bills, 
do you ? — ^No ; I mean discounts. 

118. Mr. Sotheron.] Sending money ? — Yes ; and exchang- 
ing bills from one place to another. 

119. Mr. Labouchere.] You say the principle of partner- 
ships, en commandite^ works more favourably with regard to 
banking houses, than with regard to houses engaged in general 
trade ? — Yes ; not banking as here, by issuing notes, but 
exchanging and discounting bills. 

1 20. You have stated that in this country you have ob- 
served that the public are not aware of the power they have 
of applying at the registry of joint-stock companies, for lists of 
the partners ? — ^There is not much knowledge of it. 

121. Is it not sufficiently notorious that there is such an 
Q0)ce in the mercantile world, or does it arise from the fact 
that the public are indifferent? — Perhaps it may arise from 
both causes. 

132. Do you think that any degree of publicity would 
really call the attention of the public, for practical purposes, 
to the names of the partners, by publication in newspapers, or 
some mode of publication of that kind ? — I think publicity 
would very much meet the evil. 

123. (^airman.^ The joint-stock regulations are in the 
office in London only, I think ? — I am not aware. 

1 24. Do not you think that the publication of the terms of 

a partnership 
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a partnership, in the immediate vicinity of the place where it Leone Levi, 
was carried out, would carry more publicity with it than one ^^^• 
which is published only in London ? — Unquestionably ; there , i^^ 
are chambers and tribunals of commerce abroad, and there is 1851. 
connected the office of the Oreffier, or recorder; now that is 
always of very great use in such matters ; the recorder is 
a professional lawyer ; and it is of very great convenience. 

125. Mr. JLabouchere.'l Commercial communities are much 
smaller in number, and better known to one another in the 
towns of Italy than in London and Liverpool, are they not? — 
Yes. 

126. Chairman.'] From your general knowledge, are you 
aware that the principle of limited liability of partnership is 
applied successfully in Holland to enclosures from the rivers 
and from the sea, and that it has been so for many years ; that 
it is applied to small manufactories which have been carried 
on for a length of time successfully in Switzerland ; that it is 
applied to commercial enterprise for whale fishing, as partner- 
ships in America ; and that it is applied in all those countries 
successfully to all enterprises of a like nature ?-r-l am aware 
that the law exists, but in what branches I am not particularly 
aware. I know the law exists in France, Spain, Portugal, 
Wurtemburg, Russia, Lombardy, Vineto, Louisiana, the Two 
Sicilies, Hayti, Sardinia, the Ionian Islands, America and 
Holland. I think it benefits those who have a small amount 
of capital. 

127. It gives a facility, you think, to the investment of 
capital of moderate amount ? — Yes, it encourages industrious 
and persevering habits ; and, besides, it contributes to main- 
tain a floating capital. When partners in mercantile houses 
retire from their trade, they leave generally to the principal 
clerk a certain amount of capital to continue, and thus a 
sum is left in trade ; otherwise it would be employed in land, 
and as fixed capital c 

128. Mr. Sotheron.] In the Papal States, and particularly 
at Ancona, with which you are well acquainted, are insurance 
companies ' established against fire or other loss ? — There are 
fire and marine insurance. 

129. Has the principle of SociStis en Commandite been 
applied to insurance ?- — Not that I am aware of. 

130. Can you mention any other object besides banking, 
in the sense in which you have expressed it, to which 8oci6tSs 
en Commandite have been applied in Italy ? — I believe to some 
silk factories, but I am not particularly acquainted with it. 

131. Chairman.] And the shipping trade r — No. 

0.51. B 2 132. Mr. 
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Leone Leoif 132. Mr. J. A. Smith.'] Are you aware of any instance, 
Esq. among the middle and lower orders, where persons have 
i^May availed themselves of the law as existing in Italy, to combine 
1851. together for the purpose of carrying out local enterprises, 
such as the supply of light or water, or the making of bridges, 
or any object of that kind ?— I am aware of the first introduc- 
tion of gas in my native town ; there has been such a combi- 
nation as you have suggested. 

133- -Ew commandite ? — ^Yes, on the first introduction of it. 
1 34. Mr. IjabouchereJ] Do you believe it to be an uncom- 
mon thing in this country, for persons who are not themselves 
engaged in trade, to leave money in houses and trade at a 
fixed rate of interest ? — It is not often done, I think. 
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John Howell, Esq., called in ; and Examined. 

/. Hoivell, 135. Chairman.'] YOU are a partner in a larg:e house in the 
^^' City of London ? — I am a partner in the firm of Ellis, Evering- 

20 May ^^" & Company. 
1851. 136. Of St. Paul's Churchyard ?— Yes. 

137. What is your business ? — Warehousemen. 1 

138. It is one of the largest in London ? — It is. 

139. Have you taken an interest, with other gentlemen of 
the City of London, connected with commercial and manu- 
facturing undertakings, in inquiries with reference to the Law 
of Partnership ? — I have latterly. 

140. Mr. J. A. Smith.] Do you belong to the society for 
/ the amendment of the law? — No, I do not belong to the 

society for the amendment of the law ; I am on the City 
Committee for the amendment of the Bankruptcy Laws. 

141. Chairman.] 
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141. Chairman.'] In consequence of communications with J, Htywell, 
other gentlemen interested in commercial matters, has the ^^^' 
question referable to the policy of introducing limited liability, q^^^y 
or what are called partnerships en commandite^ been one matter 1851. 

M hich has engaged your attenlion ? — Yes. 

142. And the consideration of how far it would be politic 
to introduce it into this country, and with what checks or 
s<ifeguards it might be accompanied ? — Yes. 

143. There was a division of opinion on the subject among 
commercial men, some being of opinion it mightbe beneficial, 
and others thinking it would not be so?— There is a division 
of opinion on the Bankruptcy Committee. 

144. In consequence of that division of opinion, were 
queries circulated by your committee, and sent to different 
places abroad, from whence they thought valuable information 
might be elicited ? — ^Yes. 

145. Is this the title of the report you have received, 
" Replies from foreign countries to questions relating to the 
Law of Debtor and Creditor, and to the Law of Partnership, 
circulated by the committee of merchants and traders of the 
City of London, appointed to promote the improvement of the 
Law relating to Debtor and Creditor" ? — Yes. 

146. In that work there is given, in the first page or two, 
an introduction, stating the mode in which the inquiry was 
carried on, signed, " by order of the Committee," by " W. 
Hawesy Chairman," and counter-signed by the Secretary. 
Then there is stated a '^ list of the cities and towns from which 
information has been obtained , and the names of the firms, and 
others who have kindly afforded it." It comprises Paris, 
Kouen, Lyons, Marseilles, Grenoble, Bordeaux, Besan^on, 
Cambrai, Antwerp, Brussels, Aix La Chapelle, Basle, 
Berlin, Leipsic, Amsterdam, Rotterdam, Hamburgh, Bremen, 
Trieste, Cadiz, Madrid, Oporto, Milan, Venice, Turin, Naples, 
Stockholm, Gottenberg, Russian Finland, New York, Boston, 
Baltimore, and Philadelphia? — Precisely. 

147-8. Then the queries follow, some of which relate to 
matters which are beside the subject which the Committee is 
specially inquiring into j but the eighth query is, ** Is an 
annual return published of the number of partnerships, distin- 
guishing those en commandite ? if so, please give the return 
for three years." The ninth query is, " Are partnerships en 
commandite confined to any particular class of traders ^ that is 
to say, to traders (buyers and sellers of commodities in the 
home trade), or to those engaged in commerce (the dealers in 
or importers of foreign goods) or to manufacturers"? The 
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J.HoweOy 10th query is, ** Are partnerships en comiiumditey speaking 
Esq. generally, considered more or less successful than other part- 
™ nerships"? The nth query is, *' Do such partnerships 
^1851? command the same amount of credit and general confidence 

ordinary partnerships ? Are they generally composed of few 
many commanditaires with large or small capital?^ Are 
private partnerships often converted into ' commandite' P*^*" 
nerships to enable old partners to withdraw, and are these 
partnerships generally considered to be in a sound or unsound 
state"? The 12th query is, " Has the principle of comman- 
dite been applied to associations of large numbers of workmen, 
each contributing a small sum either for trading or manu- 
facturing operations, the collective capital being entrusted to 
a ^gerant,' and if so, have such associations been successful / 
—Yes. {The Witness delivered in the document above re- 
ferred to.) 

149. There are differences of opinion with respect to the 
introduction of partnerships en commandite^ and the policy and 
advantage of it, given in these replies from different countries f 

— Yes. . 

150. The answers in favour of it appear to be from Hol- 
land, and from the commercial States of America? — The 
answers, I conceive, are generally favourable. 

151. Have you turned to those particularly from the com- 
mercial States of America ; for instance, from New York and 
from Boston ? — Yes. 

152. Do you find those particularly favourable, and the 

reasons given? — ^Yes. 

153- Do you think that the answera which has been given 
have made any difference in the opinion of those for whose 
benefit they were sent ? — Undoubtedly. 

154. What effect has it worked upon the minds of those 
gentlemen to whom they were sent ?-^Upon several it has 
changed their views of the subject, and they are now favour- 
able to that principle of limited liability in partnerships 
which, at first, they conceived to be wrong ; but I would 
rather that gentlemen should express their own opinions 
than that I should endeavour to express them. I will express 
my own opinion, but I hardly like to presume to express 

theirs, 

155. Mr. Cobden.] What are your opinions? — My opinions 
are decidedly favourable to a system of commandite ; and in 
the expectation that I should be called upon to state them, I 
have written my views on the subject. 

156. Will you be good enough to read them? — Very 

erroneous 
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erroneous ideas prevail in this country on commandite partner- j. H&voeU^ 
ships. The subject is one of the deepest interest to an indus- Esq. 
trious community, but educated as we have been in our own "TT . 
system, our English minds become confused with terms, and a 1851*^ 
clear apprehension of the subject is rare even amongst commer- 
cial men. At first sight the principle of limited liability 
appears a restrictive principle, and prejudicial to the interests 
of the creditor^ but upon examination it is found to be libera- 
ting and favourable to credit. If England be right in rejecting 
the system, nearly all other civilized countries are wrong in 
having adopted it ; but if in her isolation she be wrong, she 
ought not to be too proud to assimilate her law to that of other 
countries, and to profit by their experience. In my opinion 
our misconception of the commandite law arises from a forget- 
fulness of the characteristic and indisputable provision, that a 
commanditaire can take no part in the management or control 
of a business ; should he do so he becomes an assodS solidaire, 
or responsible to the whole extent of his property. I contend, 
therefore, that it is only a form of loan ; although called a 
partner the commanditaire is a mere creditor ; cease to call 
him a partner, and the compact becomes more intelligible. 
The evidence I have produced from Grenoble clearly puts it 
thus : *' The capital of the commanditaire may be considered a 
loan to a society, for which he is not an ordinary creditor, as 
he cannot be repaid until after the ordinary creditors are paid.*' 
He is neither buyer, contractor, controller, nor seller ; he 
simply lends his money, agreeing to take his consideration for 
the loan, out of profits, if profits be realized, and is under the 
peculiar disadvantage of not being able to withdraw it sud- 
denly, or to rank with other creditors if the business fail. 
When the Legislature wisely repealed the usury laws, it left 
our laws in somewhat an anomalous state. The law says now 
to the capitalist, '*You may lend your money on bills of 
exchange at any fixed rate of interest, three, ten, or sixty 
per cent, with right of proof; but you shall not lend it for an 
uncertain consideration, depending upon profits realized, 
without right of proof/' This is a palpable interference with 
the free play of capital, a remnant of the old monopolising 
spirit, and at direct variance with the more liberal principles 
of modern legislation. It is an interference on the part of the 
Legislature with the management of the property of indivi- 
duals — controuls their dealings with one another ; it is perhaps 
favourable to the largest capitalist, but retards the increase, 
and more especially the diffusion of national wealth, by creat- 
ing a gulph between capital and labour prejudicial to both. 
0.51. B 4 No 



24 MtNttXES Of £lriDEN(}B TAKSM ^El^ORB THS 

J. H0weli^ No advantage which results to any class of persons in couse- 
^* quence of law restraining the free management of property, is 
somT ^ reason for the continuance of such a law ; because the advan- 
1851. ^ftgc '""st be obtained at the expense of some other class upon 
which the restriction operates, and which is equally entitled 
with the first to the protection of the Legislature. This argu- 
ment may silence, though it will hardly satisfy those whom 
the proposed reform of our law is deemed likely to affect ; we 
have the best evidence from abroad to show that the credit of 
firms constituted in this way depends mainly on the character 
and means of the acting and responsible partners, and is im- 
proved only pro tanto by the additional capital advanced by 
the sleeping commavditaires, I do not think they would enjoy 
the highest class of credit in this country, and therein I see 
an element of safety, but they would nevertheless confer an 
immense benefit on society; neither do I desire to slimulule 
the formation of such partnerships, I merely wish the law to 
provide for and permit them. I will now adduce some inter- 
esting evidence from the pamphlet I have submitted to the 
Committee, ^nd which is replete with such testimony to show 
how well the system works, and how visionary and illusive 
are the fears of those who apprehend that it engenders fraud. 
From Amsterdam Mr. Simpson writes, " I do not hesitate to 
state as the result of 28 years experience, during which time I 
have acted as jurisconsult and barrister, that these partnerships 
have produced great good and little evil ; have caused less con- 
troversy than other partnerships ; in only a few cases have been 
instruments of deception ; and the laws have proved sufficiently 
efficacious to prevent abuse. It would be a fatal imprudence 
to deprive the spirit of enterprise of this resource. The anony- 
mous societies are much more dangerous, and have been pro- 
ductive of more disastrous consequences than the partnerships 
en comtiiandite. In the latter all who have transactions 
with the girant are fully aware that he only is the respon- 
sible person, and that the co7nfnanditair€S, known or unknown, 
have only furnished a limited capital. The gerant knows 
that he is liable for all the engagements of the partnership ; 
the public cannot be led into error, and the acting partner 
cannot be imprudent with impunity." Hope & Co. write : 
'^ It cannot be said that the failures of commandite partner- 
ships are more frequent than others, and they are not worse ; 
the amount of the capital employed must be published.'^ 
Messrs. Sichel & Co. v/rite, *• Commandite partnerships are 
proved by experience to be advantageous to the community, 
but are subject to all the vicissitudes of commerce." Messrs. 

Mendelsohn, 
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Mendelsohn, of Berlin, write, ** These partnerships appear to J* Hotaeltf 
be useful. There is no reason why the law should prevent a ^• 
person taking a share in the gain and loss of business, instead ^o May 
of merely lending his capital." Mr. J. Brown, of Boston, 1851. 
writes : " The commercial effect of these partnerships has been 
beneficial ; great activity is hereby given to trade ; failures 
are not more frequent or more disastrous than in other part- 
nerships, nor have they been abused in periods of excitement ; 
and under ihe laws creating tliem they are not liable to more 
abuse than other forms of partnership." The eftect of a 
change would be to bring the interest of the working man into 
closer identity with that of the capitalist ; it will bring hope, 
the value of character, and a chance of advancement earlier in 
life to the artist, the sailor, the man of talent and the 
mechanician ; it will promote schools, in a word it will develope 
industry. It is not every Watt that has found a Boulton. 
Aided by the vigorous administration of good bankruptcy 
laws, I recommend the registration of the amount of capital 
actually advanced, the share of the profits to be allowed in 
consideration of such capital, the term for which the partner- 
sh ip is formed, dissolutions gazetted, and free access by post 
without cost to that registration ; the expense of the ofBce to 
Government being defrayed by a fee, to be paid at the time of 
registration. With these safeguards, the already existing 
foreign codes afford every facility for framing a law suitable 
to this country. Looking at the subject politically^ I think it 
has important bearings ; we are too apt to form narrow and 
false estimates of the probable extent of* future trade. We 
forget that in our time we witness only the dawn of an age of 
peace ; the infancy of grand scientific discoveries. Overtrading 
has been made somewhat of a bugbear. Reckless speculation 
it is the duty of the state to discourage, and the best way to 
do so is to give sound principles free play. We have witnessed 
and had to deplore the existence of this evil too often in this 
country, and in the grossest form. Our partnership system 
did not prevent 20 houses of rank failing in one month (Sep- 
tember 1847), whose aggregate liabilities were between 
9,000,000 L and 10,000,000 /. and those pet specimens of the 
anti'commandite principle. Joint stock banks have been no 
models of temperate and wise trading. It is sl pkthorai^ the 
conjunction of capital in a floating state, at the call of the 
speculator, but beyond the reach of the artizan, and wanting 
a wholesome vent, that creates our panics. • Floating capital is 
far more dangerously susceptible to the influence of panics than 
fixed capital f it inflates the saib in prosperity, anU flees to its 

caveru4 
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J. Haiveli, caverns in the hour of peril. I have had some experience of 
^ this,' and see increasing danger in it, and I think it the duty 
20 May ^*^*® Legislature to encourage the fixing of capital as much 
i8tfi. as possible. It is irrigation, and not inundation, that fertihzes 
our fields, and the free and fair dispersion of wealth, not its 
mere accumulation, that must enrich and employ our people. 
I concur with Mr. Bradford of Boston, who says, '* I am of 
opinion the system is a good one, and may be safely adopted m 
any commercial country." The law of New York was passed m 
1825; that of Massachusetts in 1835. I have not heard a 
complaint against its operation in either state, nor do I remem- 
ber a case iu which it has been a vehicle for fraud, or to escape 
the payment of a just debt. Some of the first houses in New 
York have been acting under it for some time, and renew 
these partnerships as often as they expire. Under the old 
plan it is difficult to ascertain the capital of a house ; but as 
regards partnership €7i commandite^ it is publicly declared on 
oath, and known to every one. In America, as probably in 
England, houses are constantly failing who had the reputation 
of ample capital ; whereas after failure it is discovered that 
but little, if any, capital was paid in. The co-partnership 
en commandite meets this difficulty ; and should Parliament be 
induced to pass a law authorizing such partnerships, I believe 
it would be approved by the people, and would add to tne 
commercial prosperity of the country. 

157. Chairman.] Do you consider that the establishment 
of the law en commandite in this country, guarded by restric- 
tions against fraud, such as perhaps our sagacity might enable 
us to add with those which have been found practically useful 
in America, would work well for the benefit of the middle 
classes in this country ?~Most undoubtedly; it is in my 
opinion the greatest boon within the power of the Legislature 
to confer upon the industrious classes. 

158. Do you think it would open a fair ground for invest- 
ments of sums of a medium nature, which now it is difficult 
to invest ? — Certainly. 

1 59. Do you think that persons of moderate capital, living 
either in country towns or commercial districts, would feel 
glad to have an opportunity of investing, under the manage- 
ment of persons selected by tliemselves for their honesty and 
for their skill, moderate sums in manufacturing, or commercial, 
or other enterprises ? — I do think so. 

1 60. Do you think that at the present period, for sums not 
of very large amount, but of a moderate amount, their being 
combined together in partnerships of this kind would give 

the 
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the owners an advantage which they have not at present? — J. HmtUr 

I do not understand the word " owners/* Bsq* 

161. The owners of each several capitals? — I believe that "77* 
the proprietors of capital would have greater facility for their ^\%^ 
investments, of a safe^ legitimate, and profitable character^ 

if this law were in existence. 

162. Do you think that to persons of energy, industry, and 
talent, but who have not capital at disposal, in many instances 
persons of capital cognizant of those qualities would be willing 
to give encouragement and assistance ? — Undoubtedly. 

163. By affording to them the means of capital, lent to 
carry out those plans which they may have put before them ? 
— ^Certainly. 

164. Do you think that generally, with reference to what 
may be called the more intelligent and skilled of the working 
classes, gaining, perhaps, at the rate of a guinea and a half or 
two guineas per week, these would be inducements to them to 
exercise energy and industry? — Indirectly I think they would. 

165. On the whole your opinion, after having looked at the 
subject with a good deal of attention, is, that it would be 
beneficial ? — Decidedly. 

166. Are there any. safeguards, with reference to the intro- 
duction of such a system in England, besides those you have 
mentioned, that you would recommend in the way of either 
registration, or paid-up capital, or checks of that nature j or 
do you think that those which are made use of in America 
would be sufficient } — I think the proper administration of the 
bankruptcy law of great importance to the successful carrying 
out of a system of commandite partnerships. 

167. You are probably aware that in this great country 
many enterprises requiring large capital can alone be carried 
out by very considerable amounts of capital, and that to give 
small capitalists, or moderate capitalists, the chance of having 
the same kind of profit, it must be necessary for them to com- 
bine their capitals ? — I believe that such is the case ; but I 
would rather confine my observations to the commercial bear- 
ing of the subject, for firms with a limited number of partners. 

168. And with reference to that your opinion is strongly in 
favour of it ? — Decidedly. 

169. Have you, since this report to which you have alluded 
has come back, heard many discussions on the subject? — Yes, 
a great many, and I find opinions favourable to it gaining 
ground rapidly. That is the casein our committee. 

170. You think, then, on the whole, that although in the 
first instance there was a considerable opinion against it, the 

evidence 
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J. Hn/toeU^ evidence and the discussions that have taken place have at all 
^^- events lessened the opposition to it ? — Certainly. 
JTT" 171. Mr. CoWew.] Can you state generally what are the 

1851. objections in the minds of the members of your committee? — 
The chief objections in the minds of the members of our com- 
mittee I believe to be, that the bankruptcy law is not suffi- 
ciently strict in this qountry, and that it is more stringent and 
effective abroad. The punishment for criminal frauds is abroad 
more certain, and more serious to the criminal. 

172. Do you speak of America? — No, I omit America. 
I speak of the Continent of Europe ; and in the absence of 
that force in the law which exists there they are fearful that 
frauds might exist to a considerable extent. 

173. But in the case of America the law is more favour- 
able? — ^The law is still more lax there than it is here, but 
still the reports from America are most favourable. Messrs. 
Dennistoun, of New York, write, *^ It is an excellent law." 
Mr. R. B. Minturn writes, ^' Such partnerships command as 
much credit and general confidence as ordinary partnerships, 
perhaps more. There is a certainty in the knowledge the 
community possess of the resources of such firms.'' 

174. You have quoted the opinion of Mr. Bradford, of 
Boston. Are you aware that Mr. Bradford has for nearly 30 
years been resident in Europe, and carrying on large business 
in England? — No, I am not. I took no part personally in 
preparing the letters of enquiry or in translating the evidence. 

175. Mr. Bradford's name was given to you probably by 
Mr. Brown or Mr. Alexander Henry, as one of the most intel- 
ligent merchants in America, and his opinion is very favour- 
able to the adoption of tlie plan of paitnerships en com- 
mafulite r — Very favourable indeed. 

176. Chairman.'] The preface states the obligations of the 
committee to Mr. Henry for the assistance he has given ? 
— It does. 

177. That is Mr. Henry, the Member for South Lancashire ? 
—Yes. 

178. Mr. Cobden.] Are there any other objections which 
you can mention that have had infiuence on the minds of your 
committee ? — ^As I said before, I think it is hardly fair that 
I should state their objections, because they might state them 
much more forcibly than tmyself. 

179^ Are there members of your committee who are pre- 
parer! to come and state to this Committee their objections to 
the plan?— I think it is very probable, and if I may take the 
liberty of doing so, I would suggest that Mr. William Hawes, 

whose 
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whose first opinion was most unfavourable to the principle of /. Hmilt, 
partnerships en commandite^ and whose opinion is very much ^**1- 
modified, would be a most competent witness to come before g^^Mav 
this Committee- 1851. 

1 80. You are understood to say that your view on this sub- 
ject ha,s reference exclusively to partnership of a private 
nature, and not to joint-stock associations? — Yes. 

181. You think it would be a very great benefit to able 
and intelligent young men, who are embarked in business, if 
they could enlist the aid of a monied partner for a limited 
sum, which partner would not have his whole property involved 
in the prosperity or adversity of the business? — I do. I think 
it is ihe most natural course in which money could flow from 
the capitalist to the working man, whatever he may be. 

1 82. Do you think that would apply to the case of skilled 
mechanics, who might make discoveries, or take out a patent 
for some new process in mechanism ? — Decidedly. I am told 
that at St. Etienne, where they manufacture ribbons infinitely 
superior to the ribbons which we can manufacture in Coventry, 
the system prevails to a great extent ; and that a great many 
clever workmen, artizans, draughtsmen, and managers of the 
loom, have accumulated property and are actually now con- 
ductors of business, who have risen from their talent, and the 
advantage that talent has had in forming connexions with men 
of property ; and in St. Etienne it prevails to a great extent, 
and is doing a great deal of good. 

183. That argument v/ould apply with still more force to 
this country, where the energy and ingenuity of our artizans 
is employed on a still larger field of industry ? — ^Yes ; and it 
is for want of that aid, I think, that the artist is so far removed 
from the capitalist, and partakes so slightly of his prosperity. 

1 84. Do you consider that an alteration of the law might 
also be beneficial in the case of young men entering into busi 
ness as shopkeepers, or in any other way of. business, apart 
from those mechanical inventions of which you have been 
speaking ? — I do certainly. 

185. Now take your own case; you employ a great num- 
ber of young men as assistants in your extensive business; 
many of those young men come from the country for experi- 
ence to your house of business ? — Yes. 

186. For the purpose of illustrating your view on this 
subject, suppose you had a 3'oung man of very superior talent 
and character, who came from a town in the country where 
he was well known, and his connexions lived ; as a capitalist, 
having an opportunity of seeing his morals, and having a high 

opinion 
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JtHomU, opinion of his future prospects, you might be disposed to 
Esq. embark 1,000/ or 2,000/. of capital in that young man's busi- 
-^ ness, in his own native town, where you might share the ad- 
1851*^ vantages of his superior talent, and his excellent character to 
a limited extent^ with a limited risk. Do you think that such 
an undertaking as that would be more likely to be entered into 
if the law were altered, than it is now, for a capitalist to lend 
that young man a sum of money of 1,000/ or 2,000/. at a 
certain rate of interest? — Certainly, and infinitely more bene- 
ficially to the young man, because a young man beginning 
entirely with borrowed capital, according to the rules of our 
trade is entitled to no credit. He is a dangerous customer if 
he borrows money which can be called from him at any time 
when the lender begins to be fearful, or when for his own 
purposes he requires it ; whereas if the lender become a partner 
en commandite^ he fixes it there for a specific period, and he 
cannot withdraw it, and that capital is absolutely liable to the 
creditors who trust him ; whereas the borrowed money would 
not be liable, and in the event of failure would be proved as 
a debt on the estate, in diminution of the dividend. 

187. Chairman.'] If you are right, that would prevent 
panics, in many instances ? — It is a difficult thing to prevent 
panics. 

188. It would prevent the effect in the one case or the 
other. Supposing it could be called back immediately, in the 
case of a panic, it might be called back ; but supposing it was 
left en commandite^ it could not be called back immediately ? 
— -That is the very idea I have expressed. I think that if the 
capital of the country is becoming a floating capital by bills of 
exchange, and it goes on hicreasing in that way, it is more 
susceptible to the influences of panics than capital which is 
positively vested and fixed in business, either by solidaire part- 
ners or commandite partners. 

189. Mr. Glyn.] You have been understood to say, that 
the great security which you thought was required would be a 
greater stringency of the bankruptcy laws ; would that be in 
their application to the gtrant^ or generally in their applica- 
tion to all those who put in their money ? — Only the girants. 
As I am informed, the law of France is this : the amount 
placed in by a commandite partner is registered ; an account is 
kept of that amount ; another account current is kept with 
the commandite partner for his accumulated profits ; thus if a 
commandite partner puts 2,000 /. into a business as his share 
of the capital, and he realizes another 2,000 /. in profit, which 
is not drawn out of the concern, and some sudden misfortune 

overtake 
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overtake that business, and they fail, iie proves for the balance j. EcfmlU, 
at his credit on the account current ; so that he is to all intents Esq. 
and purposes a creditor, and not a partner, making contracts^ j^ 

buying and selling, dealing and controlling. I maintain that iggi. 
he is a creditor, and that it is the calling him a partner 
which creates the confusion that exists in our English minds. 

190. In point of fact, in that case he holds a double cha- 
racter ; he is a subscriber in the first instance en commandite^ 
and he becomes afterwards a partner in the surplus profits, 
which he may leave in the hands of the concern ? — Exactly, 

191. Chairman.~\ You think that an alteration of the law 
in that respect would be beneficial ? — It would be very bene- 
ficial to trade, and it would create a great increase in the con- 
sumption of all commodities, and employment for a vast 
number of deserving well-disposed persons. 

] 92. Do you think that the alteration which has been spoken 
of as to limited liability, carried out under proper regulations 
and safeguard, would have a very beneficial influence on 
many persons who now consider themselves excluded from 
commercial undertakings ? — Certainly. Those persons are 
now compelled to seek pubhc investment when they accumu- 
late and realize property. 

193. Do you not think there are many persons of large 
landed property, or property in the funds, or other property, 
who would advance a limited amount of capital en comman- 
dite^ who are now deterred entirely from doing so in any enter- 
prise, because they have hung round their necks the unlimited 
liability of sacrificing their last acre, or their last pound, if it 
fails ?— Certainly. I have heard my own senior partner, Mr. 
Wynn Ellis, who was Member for Leicester, say he has seen 
many opportunities when he would have been glad to assist 
young men of skill and character ; but the existence of that 
law has deterred him. 

194. Do not you think the same apprehension of the mind 
of which you have spoken, with reference to a man of caution 
and circumspection and experience, referable to that particular 
species of enterprise, would apply itself to minds of the same 
kind and character, in whatever station they stand, either in 
the country or in towns, with reference to other enterprises of 
a like nature ?— I think so. I think it takes its rise in human 
nature. 

\ 95. Mr. Glyh.^ Do you consider that greater stringency 
of the bankruptcy laws is the only security which you, as a 
commercial man, wish to see enacted in the event of these part- 
nerships en commandite being allowed in this country ? — No. 

196. Do 
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J. HotDcB, ig6. Do not you require a system of registration? — I have 

^^^' already stated there should be a system of registration of the 

ao May share which that capital so advanced is to give the partner ; 

1851. so that if I see that A. puts 2,000/. into the business of B., 

I wish to know what share of the profits he is entitled to, 

which will give me some idea of the capacity of the business 

of B., and the capital he requires. I have stated that I do 

not believe that partnerships so formed would enjoy the highest 

class of credit, because the very fact of their having a co77i- 

mandite partner is evidence that capital is wanted ; and there 

is a class of traders in this country, and I hope there always 

will be, who do not require such aids, and who enjoy the 

highest credit in the country ; but I think it would be a very 

beneficial law for the middle and a great class of traders in 

this country, and is justly due to them. 

197. Would you require any publicity of accounts in those 
partnerships ? — No ; there should be periodical settlements. 

198. As between the partners?— As between the partners. 

199. But no publication of those settlements? — No publi- 
cation of those settlements. 

200. CkairmanJ] An inspection of the accounts from time 
to time by the partners r — Yes, as it exists abroad. 

201. Mr. Glyn.'\ But no security as regards the public in 
those accounts, with respect to inspection ? — No ; I think it is 
uncalled for. 

202. Mr. T. Egerton.] You were understood to say, that 
you would put a limit to the number of the partners." — I 
believe the law now limits partners to six. 

203. Mr. Sotheron.'] Do you recommend that there should 
be any limit to the number of partners en commandite ? — No 
other limit than now exists under the partnership law. 

204. But that limit which does exist under the law of 
partnership, which you understand to be a limit of the number 
to six, you recommend should be applied to the law en com- 
mandite} — I am favorable to that opinion, without giving 
further consideration to it, for trading bodies. 

205. Mr. t7. A. Smith.'] What reason do you give for 
wishing to limit the number of partners ; what danger do you 
foresee in an unlimited number?— I see no particular danger 
in an unlimited number of partners en commandite ; but I 
think it is more convenient for the purpose of trade generally, 
that the number should be limited ; the concentration of 
action, and the operations of trade, are more successfully con- 
ducted under a few than under a great number ; I am in 

favour 
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favour of a limited number of partners in consequence of the j. H<ymU^ 

convenience of it. ^• 

206. Mr, Tufnell^ Do you consider that the introduction jTmiiv 
of partnerships, en commandite would be particularly advan- 1851; 
tageous for artizans and for people of small capital to invest 

their money in trade ? — I do. 

207. If you limit the number of partners to six for the 
purpose of carrying it on, you would have hardly any capital 
at all, if it is to benefit small capitalists ? — ^There may be a 
great number of partnerships formed consisting of no 
more than six partners in each. 

208. If partnerships en commandite are limited to six 
partners, the sum contributed by each of those six partners must 
be very considerable ? — It is not necessarily so ; one man 
may be a rich man, and contribute a very large sum. 

209. Chairmani\ Do not you think that the principle of 
en commandite properly regulated might apply to partnerships 
of a much greater number than six ? — I think it is capable of 
regulation ; I have said before that I do not presume to offer 
an opinion on large bodies of men combined for special pur- 
poses ; I should rather wish to confine my opinion to the com- 
mercial view of the subject, with the ordinary number of part- 
ners who may exist in firms, generally speaking. 

210. What objection do you see to the case of 30 persons, 
each putting in 500 /. for the purpose of carrying on water- 
works, gas-works, or any local enterprise of that nature, which 
is likely to yield a moderate profit, and being carried on under 
the superintendence of persons whom they have selected for 
their sagacity and caution ? — ^The principle appears to me to be 
somewhat different, because under a commandite partnership 
in trade you have always the gSrant or girans responsible to 
the Court of Bankruptcy, and responsible for conduct in every 
sense ; in such a body as you have put to me, you have not 
stated whether there is any one who is positively responsible. 

211. The question refers to carrying it out en commandite^ 
with a ghant selected for his sagacity and caution ? — ^And the 
g^rant to be amenable ? 

212. Yes; for a local purpose, such as constructing water- 
works, which might require 10,000 2. to carry it out, and in 
which the parties have each of them 200 2., or amounts of that 
nature ?— It seems to me. that such a co-operation would be 
beneficial. 

213. Mr. Tufnell^^ Although the number of proprietors 
was not limited ? — Yes. 

214. Mr. Sotheron.'\ Would you suggest that if the law is 
0.5 u C altered 
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X SiMo^ altered in England m as to admit the commanSte principle, 

^^- that should be the universal law, or would you have the prlo- 

«o Mw ^*P^^ ^ cammandite go on concurrently with the ordmary law 

iS^i. of partnership as it now stands r — Concarrentiy. I do not desire 

to stimulate the formation of such partnerships ; I only wish to 

provide for their existence. 

215. You %vould recommend the en camnuauUte jpi\neip\e 
to be capable of being applied to even large businesses, such 
as your own ? — Yes. 

216. Do not you diink that if that principle were applied 
to large concerns, the public wonid be likely enough to he 
imposed upon, by the appearance of wealth and character, 
which the limited liability of the commandite principle wonld 
not justify?— No ; all the foreign testimony we have received 
in the pamphlet I have deliveral in, is opposed to that view. 

2 1 7. Would you suggest that in such a business, for in- 
stance, as your own, there might be three or four partners 
upon the ordinary principle, and three or four more on the 
commandite principle ? — It is very possible. 

218. You would think that a good arrangement ? — I should. 

219. Suppose the case of a senior partner, after having 
made his fortune by his business, retiring from trade ; would 
you allow him to keep his name upon the concern upon the 
commandite principle, leaving only a certain sum in it ?-~Not 
his name. 

220. In such a case as has been soffiested to you, such a 
person could not leave his name upon we principle of partner- 
ships en commandite ? — I believe not. 

221. Chairman.^ Otherwise you would be giving false 
credit j and that you do not wish at all ? — ^Tlie business is 
sometimes carried on in an old name wh«i the old partner 
has retired ; and if the commandite law were to be the law in 
this country, I should recommend that if there were a com- 
mandite partnership, the name shoukl be withdrawn; now 
it is not absolutely necessary. 

222. If the name was specified as a commanditairej and 
the amount known, that would prevent, at all events, any false 
credit ? — To those who took the trouble to inquire. 

223. If it was published, or anything of that kind^ it 
would prevent any false credit ? — Yes, if published. Publi- 
cation is indispen&al>le. 

224. Mr. Sotheron.^ Upon the whole, do you see any very 
great difierence between the commanditaires and the> contri- 
butors or subscribers to an undertaking according to the 
English law > should we not be able to gain pretty nearly the 

same 
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same advantages which are allowed to belong to the com- J. Homily 
mandite principle on the ordinary plan of a certain number ^^^* 
being allowed to lend their money to a concern, but their return oq ^^y 
varying according to the profit or loss of that concern ? — I 1851. 
believe the law prevents any one receiving his return now 
according to profit or loss^ except partners ; and that it consti^ 
tutes a partnership. 

225. The question supposes that the law should be altered 
to the extent of allowing persons contributing money to an 
undertaking, to receive interest for that money varying 
according to the profit or loss of the concern. If such a 
thing were done, should you not gain all the advantages of 
the commandite system ? — It appears to me that it would be 
the commandite system. 

226. Do you not know that there is a very great objection 
to touch even the law of partnership as it at present exists^ 
from the fear of unknown evils, or such as might not be pro- 
vided for beforehand, arising to great concerns in this 
country ?— I believe there is a great deal of tenderness existing 
on that point, which inquiry and the study of the subject will 
remove, and to which it is the duty of the Legislature to apply 
itself. 

227. If it should be in the power of th^ Chairman of this 
Committee to devise some system by which that advantage 
might be gained, of allowing the interest received on money 
to vary according to profit or loss in a concern, without in the 
least affecting the ordinary law of partnership, would not that 
be in yonr opinion a mode of getting over many objections to 
it ? — It would not be so beneficial as the commandite system, 
because under the commandite system the party lending his 
money as a commanditaire cannot rank with other creditors, 
whereas in the case which you have put to me, he would, in 
the event of failure, rank with other creditors. In your case 
the general creditors would be damnified by the ranking of that 
party. In the case of cofAmandite partnerships they would 
be benefited from tlie fact that the commandite partner could 
Dot rank with them. 

228. Mr. GlynJ] It is the difference in point of fact, be- 
tween its becoming partnership money or mere loan capital ? 
— Yes. 

229. In the one case the loan capital is objectionable, 
because it affects the general interest of the creditors ; and in 
the other case, the money which is put in commandite coiines 
into the general assets, and is divisible among the general 
creditors ? — Precisely. 

0.51. c 2 230. Mr. 
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J. HotoeU, 230, Mr. MorrisJ] Are you of opinion that business con- 

^8q- ducted by companies formed under limited liability, is con- 

aoHlii ducted with the same prudence and caution as it is in 

1851*7 companies responsible to the extent of their property? — Yes ; 

and I am borne out in that opinion by the evidence from 

abroad. We have no such instances in this country to give 

evidence upon ; it does not exist here ; but abroad the evidence 

is decidedly favourable to the safety of such companies, 

231. Do you think the public would have the same confi- 
dence in the one company as in the other ? — I believe the 
public in this country would have the same confidence as the 
public generally abroad. 

232. Mr. Glyn.'l Do not you think that the evidence as 
given in the pamphlet you have delivered in as to the effects 
on the Continent of the commandite system, leaves the general 
question very much in doubt? — I think not. There is a 
gentleman in the room who is capable of giving: evidence on 
that point. The opinion from Cadiz is unfavourable to the 
system, but that opinion is flatly contradicted by the letters 
from Madrid. 

233. Chairman.'] Is not the American evidence in the 
great commercial cities of New York and Boston, favourable 
to it ?— Highly so ; and the testimony deserves special atten- 
tion. The general opinion is, that they are as safe as other 
partnerships. There is very little distinction drawn as to their 
relative safety. 

234. Mr. Glyn.] Will you direct your attention to the 
answer from Paris particularly, where it is said that the com- 
mandite partnerships have been very unsuccessful in shares ? — 
That has reference, I think, to the partnerships which were 
formed immediately after the Revolution. There were some 
partnerships formed there under Louis Blanc, which really 
have proved very unsuccessful ; but commercial partnerships 
which I advocate have been generally as successful as other 
partnerships ; and I am borne out in that, for the evidence is, 
'^ Commandite partnerships in shares have been very unsuc- 
cessful, bui not so ordinary partnerships in commandite with 
one or two capitalists." 

235. Mr. HealdJ] Your recommendation of the application 
of the law en commandite to this country is based on an altera- 
tion in the bankruptcy laws ? — I conceive myself, that the late 
alterations of the bankruptcy laws have been very effective, 
and very beneficial, and that they are sufiiciently stringent to 
enable us to commence on the experiment of commandite part- 
nerships 
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nerships at once ; but I think that a vigilant administration of /, HowHf 

those laws is an essential element to the success of commandite Esq. 

partnership, and in fact of trade generally. — 

236. You were understood, in a former part of your evi- ^^^^^Y 
dence, to go a little further, and to add, that this made the ^'* 
difference between this country and the continental States i — 

I stated that the opinion of some of my co-committee men was, 
that our laws were not sufficiently severe to permit the com" 
mandite system to be introduced. 

237. Can you assign to the Committee anything like an 
element which reconciles or harmonizes the difference in the 
operation of the law en commandite on the Continent with 
stringent bankruptcy laws, and in America, where the bank- 
ruptcy laws are more lax than our own ? — I confess I do not 
share in those fears which Mr. Hawes and some other gentle- 
men in our committee have, that our law is not sufficiently 
severe. I think the fact that the law is lax in America, 
justifies me in the opinion that with our law it would work 
well, because it works well in America. Fraud could not exist 
without conspiracy, and publicity and fraud seldom exist 
together. 

238. You were speaking of the opinions of others, and not 
your own ? — Precisely. 

239. Mr. TufrielL'] Are you aware that at present, the 
Crown can by charter, in certain cases, limit the liability of 
partners ? — Yes. 

240. Why is not that power sufficient, without introducing 
a new law ? — It is not obtained except at great expense. 

241. Supposing that expense were diminished, do not you 
think it would be an easier way than introducing a new law 
into this country ? — It would be practically the same thing ; 
but the more simple the commercial laws, and the more easily 
understood (and if they are good the more easily the objects of 
them are attained), I think the better for the community at 

large. 

242. Mr. T. JSgerton.l You were understood to state that 
you saw no objection to unlimited liability and limited liability 
acting together, as far as regards commercial law in this country? 
— I see no objection ; it is the very system of freedom I advo- 
cate. They act concurrently abroad. 

243. Is there abroad any limit placed to the amount of 
capital to be engaged en commandite! — I believe not; but 
there is a gentleman from abroad present, who is very com- 
petent to give evidence on that subject, being a partner in one 
of the largest woollen manufactories in France. 

0.51. c 3 M, Henry 
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M. Henry Steber^ called in; and Examined. 

^\ 244. Chairman.] THE Committee understand that you axe 

it. stebe r. acquainted with commercial undertakings in Paris and other 
so May places in France ? — I am. 

1851. 245. You have pt*obably heard the account of the cam" 

tnandite system, as given by the last witness ? — Yes. 

246. You are cognizant of what that law is, as exercised 
on the Continent ? — I think I am ; at least, in France. 

247. With reference to Paris, do you think the commercial 
undertakings in Paris which are carried on by partners, some 
of the partners of whom are under limited liability, en com' 
manditCj work well? — ^Exceedingly well. 

248. Do you think it advantageous, for the purpose ot 
enabling persons desirous to advance portions of their capital, 
but not to be liable to the whole amount of their fortunes^ still 
to aid those who continue in business ? — Undoubtedly; 

249. Does it tend to enable men of capital, wishful for 
retirement, still to aid enterprising and active men of character 
whom they can trust ? — It does. 

250. Does not the beneficial carrying out of that system 
depend a great deal upon the character of the gerant or 
manager ? — Decidedly. 

251. The selection of the gSrant or manager is made by 
the parties who advance the capital ? — Yes, as commandite. 

252. They are interested in having a sagacious, an iutelli- 
gent, and an honest man ? — Most decidedly. 

253. They are interested inasmuch as their own shares, 
which they advance, depend upon it r — ^Yes. 

254. Axe these partnerships registered ? — ^Yes ; it is indis- 
pensable. 

255. Is it indispensable that the commandUaire shall not 
interfere in the management of the business, but that it should 
be left to the ghant ? — Entirely. 

256. Will you be kind enough to state to the Committee 
what is the form of registration; is it done before a public 
officer ? — Yes. 

257. Is it accessible to any person who likea to go to see 
what it is ? — It is. 

258. Is it known that an office exists where parties desirous 
to inquire may go ? — Yes. 

259* And there they can find the names and the amounts ? 
— The names, the amounts, the date of the partnership^ and 
the period for which it is to last. 

?6o, If, therefore, there be a partnership formed to the 

amount 
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amOHul of 20,000 /p9 consisting of a number of partners^ they M. 
can there find the names, the amounts, the date of the com- ff « Siebe r. 
mencement of the partnership, and the period for which is to aoMav 
last ?— Yes. 1851/ 

261. They have the means^ therefore, of knowing that such 
and sttch an amount is there, and that at the end of such and 
such a period it will expire? — ^Yes. 

262. Do you think that this law of limited liability, as it 
worka in France^ is beneficial both as regards the parties who 
advance the capital and as r^ards many persons who have 
not a great deal of capital, but who have a great deal of intel- 
ligence and integrity to direct it ? — Generally it is so. 

263. Do you think that it is proved by experience ? — Most 
decidedly. 

264. Can you speak of it with reference to Holland or 
other countries ? — ^No i only in France. 

265. Will you state to the Committee one or two partner- 
shipa ci this kind which have been applied to any particular 
busmesB which b^s been carried out, either a manufacturing or 
commercial business, or any other cases which you think 
wookl be fair examples ? — Yes ; for instance, I know a large 
eataUisbnent of a retail house which has been lately esta- 
blished in Paris; there are three or four partners who are 
very intelligent young men, knowing the business verv well, 
and of go<^ conduct ; and having no capital they applied to 
di&reat manufacturers for money, and tbey received a large 
capital from the manufacturers who advanced that money as 
eammanAtaires* 

266. You said a ^' retail house ; " what description of retail ? 
—Silks. 

267. Ladies' wear ? — Yes. 

268. Is that carried on beneficially? — It is carried on 
beneficially. 

269. Do the manufacturers supply capital in the form of 
goods, or advance a loan ? — They are obliged to advance 
motley, and not at all goods. 

270. And it is for a given period ? — Yes. 

271. And tbey cannot retract it or withdraw it until that 
period has expired ?— *No, not without taking legal steps, or 
without a dissolution of the partnership being published. 

272. That must be at the end of the period ? — It may be 
before the end of the period, if the parties choose to do so. 

273. But with complete publication ? — Yes, with complete 
publication* 

274. Are they exclusively manufacturers^ or are there other 
0.51 • 4 parties 
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u Oilier P^^^^^ besides tnanuracturers ? — There are other parties; 

* * there are some manufacturers ; there are also people who are 

so May capitalists, who want to invest money. 
1851, 275. Mr. Gfyn.l Whatjsecurity is there that the capital is 

actually subscribea in money ? — There is no security but the 
personal security ; a man may promise to give one thousand 
francs, for instance, as a cormnanditairej and not be able to 
give it. 

276. Then in point of fact'they register that which they say 
they will pay, and not that which they actually see is paid ? — 
It is the sum promised, and not the sum actually paid. 

277. Chairman.'] That is to say, it is not actually paid up ? 
— ^It may or may not be actually paid up, because it is not 
under the control of the public. 

278. Mr. Heald.] Suppose that in a house silk is rather a 
large article of trade, and the house in Paris has a connection 
at Lyons with some manufacturer, would the acting partners 
in Paris feel as much at liberty to go and purchase their stock 
from manufacturers in any other place, and leave the partners 
who advance money, and are partners en commandite^ as with- 
out it ? — ^Certainly there is no moral obligation of that kind ; 
they would not like to give a preference to one particular 
party. 

279. Mr. Tufnell^ Practically the partners who set up 
those retail houses do purchase their silks from the merchants 
who advance the capital ? — ^They purchase of the party who 
manufactures best, and whose prices are the lowest. 

280. Chairman.'] Without reference to manufacturers or 
wholesale dealers, are there not other capitalists who advance 
their money in this way ? — ^There are capitalists who advance 
their money in that way. 

281. Do not you think it would be an additional safeguard 
to partnership en commandite^ if the parties who are registered 
for such an amount were to pay up such an amount ? — 
Most decidedly. 

282. That would be an improvement in the security ? — 
Decidedly. 

283. It would be perfecdy consistent with commandite 
if each party was obliged to pay up the amount? — Yes; but 
it would lead to nothing, practically speaking, in my opinion, 
because on the next day the same sum of money might be 
withdrawn. 

284. If the commanditaire were obliged to pav up the 
amount, and were not allowed to withdraw that amount until 
the end of the period of his partnership, then there would 

bQ 
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be always a capital to which the creditor would refer ? — I do M. 
not know that it would increase the responsibility of the ^* Siebe r, 
parties, because that money might be withdrawn afterwards. ^^ y^^y 
The parties may either be honest or very dishonest ; if they 1851. 
are honest, and they promise to pay a certain sum of money, 
they will pay it ; and if you forced them to pay, they might 
withdraw it on the following day, if dishonest. 

285. Are you acquainted with the working of this com- 
mandite system in other places ? — ^Yes, in a great many other 
instances. 

286. Besides that of manufacturers ? — Yes ; for instance, 
a manufacturer grows old, and wishes to retire from business ; 
he may select the most intelligent of his young men, and 
leave him a limited capital to go on with his business, and 
reserve a small share to himself, in proportion to the capital 
which he leaves in it. 

287. Putting aside manufacturers, are there other busi- 
nesses carried on in Paris of the same nature, en commandite ? 
— ^A great many ; but the commandite has always a per- 
sonal character, l^ecause the commanditaires are people who 
advance money only to persons who are well known to them 
personally. 

288. Will you state some other kinds of business, besides 
that of manufacturers, which are carried on en commandite ? 
— They are more particularly businesses where people mean 
to retire. 

289. What kind of business ?— - Manufacturers, and also 
merchants. A merchant may receive a sum en commandite. 

290. Either retail or wholesale ? — Of any description. 

291. Mr. T. Egerton.'] What is the p^eneral number of 
persons who are engaged in that way, en commanditel You 
have spoken hitherto of three or four persons, or one principal 
person, leaving his business and giving a share in it to four or 
five others ? — I do not think there is any legal limit to the 
partnership. 

292. Practically ? — Not more than five or six, generally 
speaking, and very often less. 

293. Then it is not 30, 40, or 50 people, each putting in 
1,000 francs ? — No ; that is a different system of society, which 
we call in France Sociiti Anonyme. 

294. Mr. TiifnelL^ Each of these partners en commandite 
may subscribe a small amount and withdraw on the next day ? 
— They cannot do it legally. It would be fraud ; because, if 
they have subscribed for a certain number of shares, and on 
certain conditions, they cannot change that agreement. 

295. Are 
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M. 295. Are they bound by law to subscribe for a certain 

H. Sieber. number of shares, or is it only by the regulations ?— By ge- 
aoliiiv ^^^^ conyenience. 

1851/ 296. Mr /• A* Smth.'] What is the state of the law as to 

the liability ^ a person entering into a sociStS anonyme ?*- 
He is liable only to the amount of the shares subscribed. 

297. Is the gtrant in that case personally liable ?— He is 
entirely irresponsible, except for the acts of his own adminis. 
tration ; but commercially he is not. 

298. He is liable to his own partners to the extent of bis 
fortune, but he is not liable to the public beyond the amouot 
of his subscribed capital ? — He is only liable for the amount 
of the shares subscribed. 

299. Towards his own partners ? — Y es. I am speaking of 
a 80cUt6 anonyme. 

300. He has no liability either to his partners or to the 
public beyond the subscribed capital t — No» not beyond the 
number of the shares subscribed ; but such companies cao 
only be established under the control of the government. 

301. With certain rights of inspection and examination ?*- 
Yes, during the whole year. 

302. You are understood to say that there is no limit bj 
law in France to the number of persons who may unite in a 
commandite partnership ? — No, not that I am aware of. 

303. Then what is the reason for preferring an anonym 
partnership to a commandite partnership, inasmuch as a com- 
mandite partnership is free from the interference of govern- 
ment, and an anonyme partnership is not ? — A socitti en cm- 
mmidite has generally a personal character, persons knowing 
each other ; and a soditi anonyms is for other objects; for 
instance, for insurance companies, mining companies, whose 
object may be appreciated by every one, and not only bj the 
personal friends of the parties. 

304. Then the selection of the one or the other, is in refer- 
ence to the public credit which the one or the other woaW 
enjoy in that particular business? — I think that, generally 
speaking, for the public sociStS anonyme is preferable, because 
the objects being under the control of government, they find 
an additional security in it. A socUti en commandite is of a 
personal character more than of a public character. 

305. Are the Committee to understand you to say that, 

generally speaking, a sociSti en commandite does not enjoy as 

high credit with the public as a soci6t6 anonyme ?— Not so 

extended a credit, because it is always limited. It is much 

more limited than a soci6t6 amnyme^ but may have as high a 

sredit 
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credit with the public who know the parties^ although not so 
extended a credit, because the object of the parties is less 
known. 

306. In comparing a societS en commandite with a general 
partnership with an unlimited liability of the partners where 
every party is responsible, is the one or the other superior in 
point of public credit, in your estimation? — ^Neither the one nor 
the Other, because all depends on the parties, on the capital 
invested, on the more or less favourable opinion which is 
entertained of the parties. 

307. Those conditions being equal, would public opinion 
in France prefer, as a matter of confidence, to trust an un- 
limited, liability, or a socUtS en commandite ? — I think all 
depends on the personal character of the ghant. 

308. Have you any experience yourself in France of asso- 
ciations carried on by the lower orders for any object whatever, 
either en commandite or as a sociStS anonyme ? — ^Those associa- 
tions do not profess to be successful. I have no personal 
experience of them, but the general impression is, that they 
will have no favourable results. 

309. Perhaps it would be more fair to ask you the question 
as to associations existing before 1 848. Were you aware of 
any such associations having existence before 1848? — No. 

310. And all that you are now aware of have sprung, 
perhaps, out of the opinion which gained currency in 1848? 
— ^Yes. 



M. 

H. Sieher, 

20 May 
1851. 



James Stewart, Esq., called in, and Examined. 

311. YOU are a Barrister? — Yes. 

312. You belong to the Society for the Improvement of 
the Law, and have taken considerable interest in it ? — Yes, I 
have taken great interest in it. 

313. One of the questions which has been discussed by that 
society, which consists of a good many gentlemen who are 
connected with the law and connected with trade, was with 
respect to the policy of the introduction of partnerships of 
limited liability? — Yes. That question was referred by the 
society to a committee, who took some pains to consider the 
question ; and they prepared a report. 

314. Will you be good enough to put in that report ? — ^Yes. 
I should say that you should not take this report for more 
than it is worth. I do not think that the gentlemen who at- 
tended that committee, although very respectable persons, 
were men either of very great experience, or very great 

eminence 
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J. Stewart^ eminence in the profession. I think they came there Vtth 

^q* entirely unbiassed minds, and had every wish to arrive at the 

9o"Mar ^^^^^ 9 ^^^ I think you should take that report with the state- 

i^^u roent I have made. I may add, that that report has elicited 

the opinions, to me personally and in other ways, of many 

men of great eminence in the legal profession, with whom I 

have had an opportunity of conferring. I certainly agree with 

that report ; and I think I may state, that as far as I know, 

the general opinion of the legal profession is in favour of the 

conclusions which that report contains. {The Witness delivered 

in the report referred to.) 

315. That report, after balancing the matter both ways, 
gave a favourable opinion ? — Yes, to an alteration in the law 
as to unlimited liability, with certain safeguards. 

316. The opinion which was arrived at was in favour of the 
introduction of the law of limited liability to partners under 
certain circumstances and with certain safeguards ? — Precisely 
so ; and they are very briefly stated. You will find stated 
the opinion to which the majority of the committee came, for 
it was only a majority. I should say we have amongst them 
several merchants of eminence, and the opinions of the minority 
were also stated. The majority came to these resolutions: 
** That it is advisable to allow the formation of partnerships, in 
which, while the liability of the ostensible and active partners 
continues unlimited, parties who take no active share in the 
business, and whom it is proposed to call limited partners, 
should be able to restrict their liability to the amount of capital 
agreed to be advanced by them. That the names of all the 
members of such partnerships, and the amount of capital 
agreed to be advanced by the limited partners, should be 
registered. That a limited partner should not be allowed to 
take any active part in the management of the firm. That 
every limited partner should be required to pay up the amount 
agreed to be advanced by him before his name is registered. 
That no limited partner should be permitted to diminish the 
amount agreed to be advanced by him. That a linoiited 
partner retiring from partnership should continue liable in 
respect of debts incurred during his continuance in the partner- 
ship for a definite period, according to the analogy of joint- 
stock companies. That the wilful violation of any of the above 
provisions by a limited partner should subject him to unlimited 
responsibility." 

317. You have stated that since that period you have bad 
conversations with many gentlemen on the subject— legal 
men and others, and you think that upon the whole their 

opinions. 
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opinions are growing favourable to the introduction of that j. sie^art. 
system ? — Not only growing, but I have been surprised at Esq. 
the* unanimity of opinion which has been expressed, which "~ 
was certainly much greater than I had supposed to exist, and ^iScu^ 
this from persons practically acquainted — as, for instance^ 
Commissioners of Bankruptcy — with the evils of the present 
law of partnership. One friend of mine, Mr. Commissioner 
Fane, who, I dare say, will be glad to come before this Com- 
mittee, said, that from his experience as a Commissioner of 
Bankruptcy, he believes that one-half of the misery arising 
altogether from commercial transactions had arisen from the 
present law of partnership, and from its being practically 
against common sense. 

318. Do you think that the introduction of the law of 
h'fflited liability would give facilities for many parties of 
moderate capital to advance it and to combine it together, 
under some able person, for the purpose of commercial enter- 
prise ? — I think it would be the means of bringing together 
two great classes, the class which has capital, of which we 
know there is a very great superabundance in this country, 
and the class which consists of active, clever, and enterprising 
men who have not always capital. I think an alteration of 
the law in this respect would have a beneficial effect in bring- 
ing those two classes together. 

319. Probably your observations of late have shown you 
that in this country there are capitalists of immense wealth, 
and there is also an immense number of persons in the 
humbler classes ; do you not think this would tend to give 
stepping-stones between the two, and, as it were, the means 
for industrious, energetic and intelligent men of good cha- 
racter gradually to advance themselves in life? — 1 certainly 
think it would have that eflfect. I should say, that not only 
has my opinion been confirmed by the concurrence of opinion 
of other lawyers, but I have had an opportunity of seeing the 
body of evidence which I think was referred to by a witness to*- 
day. That body of evidence was taken at the request of a number 
of commercial gentlemen in the city ; and I have been exceed- 
ingly gratified to find that the opinion which is expressed in 
that report is^ as I conceive, almost entirely confirmed by the 
evidence there taken, and chiefly resting on the point, that 
the confidence placed in these companies seems to depend 
entirely upon the character of the g^ranty or the person who, 
in fact, carries it on, and on the general credit for its being 
well conducted, honestly conducted, and advantageously con- 
ducted. Just before I came down here to-day, I found that 

the 
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/. St^Ktnartj the expression of opinion coming from many towns rests 

^' upon that point. They all say that the confidence which is 

soTftiv pl^^^ ^^ these companies depends entirely upon the opinion 

1851. of i\iegirant^ for two reasons. They say that the C(wnwia»- 

ditaires who advance the capital must know the girant, and 

' they would not place confidence in him unless, in fact, be was 

a prudent man. They have^ therefore, this security, and that if 

the gSrant has a good character, they also go upon that, and 

place their confidence entirely in the gSranty and the mode in 

which the business is conducted. I find that this opinion comes 

from Paris, from Lyons, from Cambrai, from Marseilles, 

from Antwerp, from Brussels, from Berlin, from Amsterdam, 

from Rotterdam, from Madrid, from Turin, and from Boston, 

in the United States. 

320. Upon the whole, you are of opinion that the introduc- 
tion of this law, with such safeguards as you have spoken of, 
which comprise the payment up of the amount for which 
every party is liable, would be beneficial, both as regards 
encouragement to industry and encouragement to men of 
character, and also as giving facilities for the investment of 
capital? — Yes; protected as I have mentioned. It would 
not, of course, be possible to say whether a party had paid 
up or not ; but then there might be this further protection, 
that if he did not pay up, he would be liable to an unlimited 
extent; and therefore that would be coaiplete protection. 
If it was found at any future time that he had not paid up, he 
would be liable to the whole extent of his property. 

321. Are you aware that considerable dissatisfaction is felt 
by many parties, that they are not able to have the same 
advantage in putting out their small or moderate capitals 
which great capitalists possess, because the existing laws of 
partnership give an advantage to large capitals, to that which 
it gives to a combination of many small capitals ? — I should 
say that it is very generally felt ; and it is felt, as it appears 
to me, not only by the poorer classes, but by the compara- 
tively richer cksses. For instance, I am a barrister in Lin- 
coln's-inn ; I may have a certain amount of capital which I 
do not choose to take to the funds, because of the small 
interest I get. Why may I not say to any commercial firm 
in which I have confidence, ^' I will lend that capital to this 
firm and get a share of their profits ?" There is nothing sureij 
morally wrong, there is notiiing imprudent in the transactioa 
on my part, if I have confidence in the firm. I am restricted 
in that, if I live in England ; f am restricted nowhere else. 
I cannot see why we are rigltf and ererybody else b wr<H3tg. 

322. Mr. 
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322. Mr. J. A. Sfmith.'] Do you believe that state of things /. Sitimrt^ 
does not practically exist in every large merchant's house in ^^* 
the city ? — I believe that money is lent at interest ; but g^^y 
immediately profit is taken, difficulty begins ; but it is a fair xi^u 
thing I think for both parties to make the transaction depend 

upon the profit. 

323. May not that rate of interest vary to any extent ? — 
Under the relaxation of the Usury Laws it may now un- 
doubtedly vary. 

324. Does it not vary ? — I believe it does. 

325. Then you have the advantage of lending your money 
as a lawyer, at a high rate of interest, if you choose to trust 
the house of business in which you place it ? — I have the ad- 
vantage .of getting a profit in the shape of interest, but Z have 
not the advantage of getting it in the shape of profit. 

326* That depends upon the rate of interest that you exact ? 
— It is reasonable for both parties that if I choose to lend my 
money, taking profits, I may do so, and that perhaps may be 
a wiser course for both parties. I may get a larger sum in the 
shape of profit, than I could get in the shape of interest ; and, 
on the other hand, the firm may be much more willing to take 
it upon that understanding. I do not see why, in this country, 
a restriction is placed upon a transaction, which appears to 
me to be a perfectly proper and l^itimate one. 

327. But, in point of fact, the suggestion you have made 
with regard to an alteration of the law, goes but little further 
than an alteration of the power of lending at a rate to vary 
with the rate of profit of the house in which it is deposited ? 
— I dare say that might meet that particular difficulty. 

328. ChairmanJ] In the case of lending upon a varied 
interest, you are a creditor to the house ; and in the case of a 
cmnmandiiaire you are not a creditor to the house ? — No ; and 
am to be postponed to all other persons. 

329. Mr. J. A. Smith.] You would wish any alteration of 
the law to be general ; you would not wish it to favour the en* 
terprijses or associations of the middle and humbler classes r — 
I should wish for a general alteration of the law for all classes. 

330. C/iairmanJ] You would wish it to be concurrent with 
our general law ; you do not mean to abrogate the general 
law of partnerships, but to make this law concurrent ? — Pre- 
cisely ; the difficulty I feel in principle is this : why should 
we not have entire freedom of contract ; and if I choose to 
juake this contract with another person, and he chooses to 
make it with me, ami we have the means of publishing that 
to the world> so that no fraud i$ e&cted, why may I not do 

that 
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J.Stemrt, that in this country? that is the great difficulty I feel as a 
^^^' matter of principle. 

20 May 33^' ^^' *^' ^* ^^*'^'] Is it not rather the result of expe* 
1851. rience, that it is very difficult to guard against an undue 
credit ; is not the result of one's experience such as to lead 
one to say, that credit is given without due examination of the 
grounds on which it is given ? — I am afraid it is at the pre- 
sent moment ; it is found that there is a great deal of impro- 
per credit given. 

332. Would not credit be given to a commandite partner- 
ship in reference to the names and the position, and so on, of 
the persons engaged in it, rather than with reference to the 
amount of the sum ? — I dare say it would, just as it is now, 
be improperly given under similar circumstances. Persons 
trust without always knowing exactly the grounds on which 
they trust, but I do not think that would apply to commandite 
partners more than to any other class ; I should say that I have 
practically found the difficulties of the present law, in under- 
takings which I conceive to be of public advantage, and which 
might give the parties a certain degree of profit. I am not 
much in the way of hearing of commercial transactions of thi» 
nature, but certainly in three instances, at least, in connexion 
chiefly with the amendment of the law, I have found what I 
should consider to be useful undertakings stopped in this way. 
I believe the only way that the owners of landed property of this 
country can get out of the great difficulty which the present 
system of conveyance involves them in, I mean from the expense 
of titles, is by applying the principle of insurance to titles to land. 
I believe that might be done with perfect safety, and with great 
advantage to the landed interests in this country. I believe 
that the value of land would be greatly raised by it, and the 
whole system of the transfer of land would be altered and 
greatly improved ; now the only way that can be done, unless 
it is done by Government, is by a public company. I should 
say, that having brought forward this idea in the society that 
has been mentioned, I have been repeatedly applied to, to 
join in companies of this kind ; and in one case a company 
has been formed, several attempts having been made to form 
companies for carrying out this principle, but no other has 
been formed ; it was formed, I believe, by very respectable 
persons ; and they were kind enough to apply to me, as having 
been the author of this idea, to become a director; they 
invited me to go down and see the business which was carried 
on, that there was a great deal being done, and that it was of 
a legitimate nature. I did go down, and, as far as I could seei 

there 
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there was a great deal of business which appeared to be J. Stewart^ 
coming in ; but without saying I had not perfect confidence in . Esq. 
these gentlemen, for I believe them to be perfectly respectable, ^^^ 
yet I did not think them altogether the persons, from their 1851/ 
station in the profession, who should undertake it, and I declined 
to become connected with them ; but ray main reason, I must 
say, was, that if I had become connected with them I should 
have been liable to the extent of every farthing that I had. 
If the law of limited liability had prevailed I should have been 
relieved entirely from that difficulty. If the principle is a right 
one, and that principle could be protected, in the way in which 
I am anxious it should be protected, by a law of limited 
liabity, it would not much matter who were the persons who 
carried on the company, supposing it were respectably and 
honestly conducted. 

333- Chairman^ Does not the same objection which is 
referable to the circumspection and caution that a man must 
exercise for his own safety, apply to many other plans, which 
would be advantageous if they were carried out, but which are 
now prevented by the law of unlimited liability ? — I think the 
law of unlimited liability acts often as a bugbear to respectable 
persons being connected with associations of a nature which 
might be productive of great public good, and might produce 
considerable profit. There are two other instances which 
I may mention : one was an association which I was applied 
to, to become connected with, for Ireland chiefly ; and I should 
say that it was in connection with the Encumbered Estates 
Commission ; I believe it was to apply to England also ; it 
was to be the means of bringing together persons willing to 
Jend money on mortgage, and persons willing to borrow it ; 
that, I think, was a very excellent association. It might be 
done with great advantage to all parties, I think ; but, looking 
at the difficulties connected with this law, I was certainly 
deterred from joining it. The other instance is this : many 
of us have been of opinion that the law should be greatly 
simplified, and that the best mode of simplifying it, and of 
depriving it of that sort of technicality and mystery which 
exists about it now in unprofessional classes, would be to 
encourage the sale of law books; law books at present are 
exceedingly dear, as everybody knows who buys them ; some 
of us thought that the principle adopted with respect to other 
publications might be adopted as to law books, and that we 
might publish standard books in the same way in which books 
are published by the Parker Society and others, and many of 
us were desirous of undertaking it ; we were of course quite 

0.51. D willing 



J. fSftoaVt^ Willihg Id get My relisoniible profit tb^t might b^ got by it; but 

£^. ' M^hetl ^t came to toosider that the mah who \f^as to publish the 

—b books might involve os in very considerable liability, and that 

t^^^ there ^«is no means of guarding oursclVed against these dis- 

* advantages^ I should say the idea has very tonsiderably 

flagged » Now that is the very case in which I conceive the 

doctHnfe of limited liability might be applied with advatitage. 

We should have got, as I believe we did get, an enterprising 

yt>nng man to undertake the sale of these booki ) several of 

lid were disposed to embark, say l,ooo^. or 2,000 2. in this 

t)*ftnd^ction ; and if we could have done it, protecting ourseWes 

by saying, ** Now wc will give you thia 1,000 /., and no more," 

I think a grcf&t benefit would have been conferred on the 

public, and, for aught I know, considerable profit might have 

been made by those who lent their money. 

334* Mr. Jr. A. Smith.] With reference to the three instances 
yon have mentioned, one of the enterprises which were pro- 
poised to you was actually carried into execution, and the 
other two were not ? — One has been carried into execution, 
but not, I should say, by exactly the parties in whose hands I 
!lhould like to find it. 

335. But it has been done ? — It has been done. 

336. And, as far as you know, with success ? — ;I believe with 
success^ and I believe the persons are quite respectable who 
are tonducting it. 

3371 In the one case the expectation of profit was sufficient 
to form the association ? — Yes. 

338. In the other two, it was not ?— It was not. 

339. Are you aware, generally speaking, in England, of any 
otte instance where there ^»as a fair chance of profit, or la 
reasonable rate of profit, to be expected, which has be^n 
abandoned for want of capital ? — I give those three instances. 

340. The one case has been undertaken, because there was 
a fair chance of profit ? — Yes ; but possibly in a Way not so 
efficient for carrying out the principle as it WoOld have been 
if the law had been altered; that is the distinttiott which I 
draw, that you now deter the men you would like to see aiSo- 
ciated in these concerns from joining them. 

341 ^ Have you any limit as to the number of partners in 
your associations of partnership i — ^That is not provided for, 
but I should certainly say there seeins to be a wide dS^ 
tinction between commandites generally divided into snodl 
shares, ^nd eomman4it€s Where there are only a few parlneH, 
wil!)Ottt exactly limiting th^ nufkib^r ; atid I sliould confine my 
i^pptobMioti, or th^ opinion I have giVen, to U partnership 

comiMfeed, 
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composed, not of a large number, but of the same number /• SteitMrti", 
that perhaps are now associated in partnerships* I do not ^^* 
know whether I am right, but I should conceive that six or ^^ j| 
seven persons are very often in partnership at this present 1851. 
momentr 

342. Do you conceive that the question of limited liability 
may be safely applied to banking P — In our investigation we 
excluded banking; and I do not intend my observations to 
apply to banking, because I did not consider the question with 
reference to that. 

343. Have you any other exception besides banking ? — No, 
1 think there is no exception besides banking. I should say 
that I find from the body of evidence taken by the merchants 
in London that partnerships en commandite have not been 
usually applied to retail businesses. 

344. Can you give a reason why you omitted banking ? — 
No ; I cannot give you a better reason than that we were 
warned off it. 

345. Chairman.'] You have stated three undertakings, two 
of which were prevented, and the other was not carried on as 
effectually as you think it would have been, supposing limited 
liability had been permitted ? — I have no doubt about that. 

346. Have you any doubt that there are other undertakings 
in this country of various kinds ; various local enterprizes of a 
useful nature which are impeded from want of the funds 
which would be given if limited liability were introduced ? — I 
have no doubt about that* 

347. Mr. TufnelL'] Can you give any instance of it? — I 
tan give you an instance as to the general difficulty of the law 
of partnership. 

348. Can you give any instance of a useful undertaking 
being put an end to in consequence of the want of the law of 
limited liability? — None others than those I have mentioned* 

349. Chairman.'] You have probably read over the evidence 

which ivas given upon the Committee of last Session ? — Yes, 

1 have read over the evidence, and to a certain extent I am 

> acquainted with those associations which are mentioned in it ; 

but I cannot speak particularly to them. 

350* Are you aware that it was stated in evidence tliat 
there were from 16 to 20 different towns in which the money 
was ready, where the parties were ready to go on, where it 
was their earnest desire to establish lodging-houses for the 
humbler classes, and where it was expected they would 
get a moderate profit, but that they were prevented from 
undertaking them entirely by the law of unlimited liability ? 
^ 0.51. D 2 —Yes, 
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V. Stewart, — Yes, I have read that evidence, and I believe it, from my 
Esq, own knowledge, to be true. 

"^ 351. Are you aware that in this city, in the first instance, a 

^^ru number of noblemen and gentlemen, for that purpose, united 
themselves to advance the money, but that they were impeded 
by the law of unlimited liability, until they got a charter, 
which cost them nearly 1,000?.? — I believe that to have 
been so. 

352. Mr. J. A. Smith.'] Would not a reduction in the 
expense meet all those cases ? — I think it would. 

353. Have you seen Mr. Law's Bill for a reduction of the 
expense of charters ? — I have not seen it. ' 

354. Mr. /. ElUs.l Have you any knowledge of ihose 
associations which came before the Committee last vear?— 1 
employed one of them to paint a house. The manager came 
to me to sign the particulars of what he was to do, and he 
signed it on behalf of his association. I told him, ** If you do 
not do your duty by me, I am afraid I cannot compel you ; 
but it is quite clear that if I choose not to pay you, I may 
evade the payment.'* 

355. Did the man go on with your work ? — The man went 
on painting my house ; he did it satisfactorily, and I paid him 
his money. 

• 356. You do not know whether they have been successful at 
all or not? — I believe they have been successful; the par- 
ticular association to which I allude has been successful. 
Tliey have been employed greatly by lawyers, who generally 
know what they are about. 

357. Mr. J. A. Smith.'] You will probably be of opinion 
that the question of unlimited liability is'of importatice Ic 
each person, in exact proportion to the largeness of his means 
not engaged in that particular enterprize ? — Certainly. 

35 S. Therefore it is comparatively of less importance to a 
person of very small means ? — Certainly. 

359. And therefore perhaps you will be of opinion that an 
easy and ready mode of settlement of partnership disputes would 
be more important in promoting the association of the humbler 
and middle classes than even an alteration of the law of 
liability ? — 1 think it would be exceedingly desirable to have 
an easy mode of settling partnership disputes; and as the 
Court of Chancery is the only mode which is now in existence, 
I am afraid that is anything but an easy mode ; but I do not 
know that we should postpone any alteration in the law of 
unlimited liability until we obtain the other. 

360. You think that an easy and ready mode of settlemeat 

of 
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of partnership disputes would be more important, in reference /, Stmart, 

to the associations of people of small capital, than even an Esq. 

alteration of the law of unlimited liability ? — I think it would. "rjr 

361. Mn Sotheron.'] Do you contemplate a change of the ^^851*^ 
Jaw to this extent; that it should be competent, for carrying on 

local purposes, for one or two gentlemen of character to give 
their names for a certain sum, and that a very large number 
of poorer persons in the neighbourhood, induced by their 
opinion of those gentlemen, should come in as sharers in the 
concern ? — That is not the sort of partnership that I contem- 
plate ; the partnerships I contemplate are those that have 
been described as existing abroad, where theje are one or two 
active and enterprizing men who carry on the business, and the 
capital is supplied by certain other men, who advance money 
to a given amount. 

362. Are the Committee to understand you to mean that 
you recommend that the law of limited liability should be 
pretty nearly, in other respects, on the same fooling of per* 
sonal intercourse, and personal confidence, and number, as 
partnerships under the present law ? — Yes, very much. 

363. You do not at all contemplate six or seven persons 
unknown to each other contributing small sums, and putting 
it into the hands of a gerant to carry on the business, but you 
contemplate a partnership with limited liability of six or seven 
persons having confidence in each other ? — I contemplate tlmt 
very much ; but I should say tliat in altering the law I do not 
contemplate an alteration only to the ei^tent to which you 
allude. Of course in altering the law you cannot know the 
indirect consequences. I find a great body of evidence which 
shows that where a partner retires there is a great advantage 
in the operation of this law abroad^ that the partner is induced 
to leave his capital in the firm. 

364. You have been understood to say that on looking at 
these returns which have been laid before the Committee, you 
find personal confidence spoken of as a main ingredient, in 
twenty different cases ? — Personal confidence of the public in 
the girant. 

365. Mr, J: A. Smth.] Do you believe that an alteration 
of opinion with regard to the law of partnership has made 
great progress among the more eminent part of the legal pro- 
fession? — ^That certainly is the conclusion to which I have 
come^ because almost every lawyer with whom 1 have con- 
versed has expressed that opinion to me. 

S66. Do you know anything of the opinions of the judges 
on the bench, who are most celebrated foe their knowledge of 
. 0.5 V. 113^ commercial 
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commercial law ? — We are not in the habit, as law reformerg, 
of placing implicit reliance on the opinions of the judges. 

367. Chairman.'] You have stated that you think it would 
be beneficial as applicable to partnerships, for commercial 
purposes, of a moderate number. Do you see any objectioQ 
to the application of it to a case of this kind : where 50 trades- 
men, or persons of moderate capital, put in 100 2. or 200/. 
apiece, for the purpose of carrying on waterworks, ia the 
town in which they reside, or in the neighbourhood ? — I reside 
at Harrow. I was asked thai question with reference to that 
town ; and one of the difficulties immediately raised was, the 
liability which we should incur if we undertook waterworks. 

368. Should you think it was beneficial that that liability 
should be taken off* for the purpose of carrying it out?— Cer- 
tainly, for public works of that nature. 

369. As applicable to waterworks, gasworks, roads, or 
bridges, or any other improvements consequent on the increase 
of population in our suburban or other districts ? — I have no 
doubt it would apply with great benefit to all undertakings of 
that description. 

370. Mr. C Fortescue.l With respect to associations of 
the working classes, do you think « that a change in the law 
would make it easier for working men, associated as they are, 
to obtain the small amount of capital which they wish to 
obtain, to carry on enterprizes ? — I have no doubt it would 
assist them in obtaining capital ; but I should say that I do act 
think myself competent to speak much to those associations, 
because I have only seen them in the way I have mentioned. 
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Mr. Turner Townsendj called in ; and Examined. 

371. Chairman.'] ARE you acquainted with the mode in 
which the partnership which is called en commandite^ a limited 

liability 
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liability, WQrk3 ia Fraqc^ ? — Y^^ } | am ia the fowiga tmie^ T^^*i£rf. 
an importer of Frencl) ribbon?* I baye been conaected wi^b ^ -^-^ 
St- Etieqne for the Usi 2q ye^r^. s2 ikTajr 

37a. Are you acquainted wi^b St. Etienue ? — Yes, ^^i\ 

373. That if tbe gre»t ribboa mauufactory in Fmnc^, J 
thiqk?— Jtis- . 

374. Ate yoi) acquainted witb the mode in wbicb tbe \^\f 
of limited liability, en commandite^ works in that part of tl^e 
country ? — I have seen it very often j my opinion 13^ and the 
opinion I think of everybody in France, that it works remark- 
ably well 

375. I ask you your opinion referable to the district with 
wbick you have been acquainted ? — There I can apeak posi- 
tively ; I may almost 8ay tbat nearly half the present rnanu* 
^cturer$ b^ve commenced business^ having been commandfiUs. 

376. That is, the catmnanditaires have a limited liability, to 
tba amount of their particular shares ?— Y^s ; limited to the 
ampunt of their share. 

377. Their capital is furnished by parties cti cammmd^tq^ 
whosfi liability ia limite4 to their particular sb^^^^ ? — ^To the 
amount that they furnish ; and thi||; ^monnt is made public at 
the Chp^mber pf Commerce. 

378. It iii fegjsterqfl ?— Yes. 

379. In your knowledge, have fifms supplied yrit^ tbeir 
capital in the way you ^peak of, th^t fSt by other p^irtiq^ ad* 
vancing it en comifika^dite^ |)pen succe3sful, and have tbey. 
workiea well ? — In gencTal. 

360. Are they viewed with considerable trust, npd sp on ? 
— Of course, according to the amount to which they are fpw- 
mandiU$; without tl^at, they woufd mo^t likely receive n^ 
credit at all. 

381. Do you think that that mode of supplying papit^l has 
been useful for tl^e parties wbo have had it supplied to them 
for the purpose of carrying on their business ? — Very mncb 
so ; it enables young men to commence business who other« 
wise would not be able to do so. 

382. Has it generally been supplied to parties of integrity 
and intelligence, and of whose good qualities they have had 
experience ?— Of coi^rse j without that, they would xjot furnish 
them with the funds, bepa)}se, of course, in case of their failing, 
everything woul4 be lost. 

383. Then it has the tendency, you think, to encoprage 
enterprise and a forethought and good conduct in the girans f 
r-Of course, becaqse it epables young men to commence 
business. It is certainly a means of encouraging yoang fneii 

0.5I4 i> 4 6i 
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Mr. T. of intelligence, and enabling tbem to start in business ; but, on 

Twmend. ^^le other hand, I think it prevents enterprises that are not of 

89 May ^ ^^^^ ^^^^ ' ^^^ instance, young men in England commence 

lifu business, and it is impossible to know the amount of capital 

they have ; you may go to their bankers and they will tell 

you a certain amount, but that may be drawn out in the 

course of a few months, consequently it is almost impossible 

to tell what capital they really have. But in France the sum 

'that the different parties advance to them is made public in 

several ways. I dare say the Committee are aware of the 

modes they take to make it public, and, consequently, unless 

they are commanditSs^ they do not receive credit. 

384. Then you think that its tendency is to give an advan«» 
tage to parties of caution and of care ? — Quite so. 

385. And that it also gives to the public a publicity of the 
amounts, which is useful? — ^A guarantee. 

386. Have these companies so carried on been generally 
(of course there are exceptions) carried on pretty successfully ? 
— Generally so ; not always. 

387. Then they must have divided tolerably fair profits, I 
suppose ? — Yes, no doubt of it. 

388. If they have divided tolerably fair profits, thafdivision 
has taken place among the parties who have lent the money ? 
— Of course ; they always have a share. 

389. If that has been the case, they must have been reason- 
ably fair investments for those parties in lending their money 1 
—No doubt ; when it is successful it is a superior investment 
to any other kind of investment ; but on the other hand, if the 
parties do not succeed (and they have only the guarantee of 
their knowledge of business that they shall succeed) they lose 
everything, because everything goes to the creditors. 

390. Do you think, from your knowledge of the way in 
which it has acted there, that it has or has not been a mode- 
rately good investment for those parties who have lent?— 
Certainly. 

391. It is an investment in which persons with moderate 
capital can lay out their capital, is it not ? — They do so ; it is 
generally persons who have been in business themselves; 
they generally having some knowledge of business invest their 
capital in that way ; never the whole of it, but part of it. 

392. Do you think they would so invest it if they were liable 
to the whole amount of their fortunes in case of anything 
going wrong ? — Of course not. 

393. Then you think that this mode of limited liability gives 
^hmWty to useful ^nl^rpris^s which otherwise would not take 

"' ^ * phoe?- 
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place? — As to useful enterprise, of course every business that Mr. r. 
succeeds is useful, but I think it rather puts a check upon ^' ^****^ 
rash enterprise. a^ May 

394. Mr. EwarL] To what species of undertakings are i^su 
these partnerships to which you have referred generally di«» 
rected ? — Every kind. 

395. Are they public? — No; all those that I speak of are 
private. 

396. Mr. Glyn.] Manufacturing chiefly? — Yes; butlalso^ 
have knowledge of several parties in Paris, who are not manufac- 
turers, who have lent money en commandite to other parties. 
A friend of mine, who himself was commandite, who received 
capital from other parties, succeeded, and now lends money 
himself en commandite. 

397. Chairman.l How many partners are there usually in 
those partnerships which you are best acquainted with?-^Do 
you mean the partners who commandite ? 

398. The partners who lend their money with a limited 
liability ? — Generally one or two ; in general one. 

399. Mr. Ewart.] you do not mean the girans, but the 
commanditaires ? — Yes, generally one or two. 

400. Chairman.'] The number of those who so lend are 
generally limited ? — Yes. 

401. Have you known the case of* any undertakings in that 
district of which you are speaking that have been carried on by 
limited amounts from a more numerous body ? — ^No, not any. 

402. Take the case of undertakings requiring considerable 
amounts of capital, ^nd where there is not one large capital, 
but a number of small capitals combined, is there anything of 
that kind carried on there ? — I think not. Since the Revolu- 
tion of 1 848 I have heard of several associations- of work« 
people, but I do not think they have been ever carried out ; 
1 am not aware of anything of the kind . 

403. I am not speaking now of associated labour, but of 
small sums ? — Small amounts of capital : I know that at 
St. Etienne there were several attempts of the kind ; the work- 
people amongst themselves tried to form societies in that way, 
but they never succeeded. 

404. There has been a considerable distrust of all such 
things, I think, since, the Revolution, in consequence of Louis 
Blanc's schemes, and other plans of that kind ? — Yes. 

405. Are you aware of this limited liability of ])artners 
being applied to stores for the sale of goods of any kind, or 
inns, or any enterprises of that nature, not of manufacturers, 
l)ut retail ?~ No, I nevei^ heard of anjrtliing of the kind. 

406, Oft. 
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Mr. ar. 4o6. Do you know whether oo the borders of Switzerland, 

VmnMend. q^ whether in Switzerl^ind, the same principles are applied i— 

^sMa ^^ * ^ know Switzerland. I have done considerable business 

1851. ^^^ ^"^^ manufacturers of Basle, in Switzerland, but hav^ not 

heard of that. 

407. And you do not know of hotels pr inns being carried 
(xa in that manner ?— No. 

408. Do you know whether or not the same principle has 
been applied to enterprises for the improvement of lands, 
either farming or inclosing lands ? — No ; I have never heard 
anything of the kind. 

409. You are not aware that in Holland it has been the 
case, that inclosures, both from the rivers and from the sea, 
embankments and enterprises of that nature, for the advantage 
of the community and of the parties, have been carried ou en 
commandite? — No; I know that there are companies for 
clearing the lakes, one or two, but I have not inquired into it. 

41 0. When you say that the system of commandite tends to 
check enterprise, do you mean to check rash enterprise?— 
That is exactly what I meant. 

411. ITou think that it has a tendency to check ra$h ei^ter- 
prise ; do you think, on the other hand, that it h^s ^ tendency 
to encourage usetul and safe enterprise ? — ^Exactly so ; that isi 
my opinion. 

412. On the whole, you consider it a beneficial principle? 
— Certainly; I have never heard it doubted at all; notia 
France. 

41 3* Do you think that if a man having a given amoifntof 
capital, retiring from business, were obliged to have the whole 
of bis property liable because he advanced a certaiq sum to 
another party, that sum would not be advanced ? — 1 should 
think not ; of course, being liable only to that amount is an 
inducement for him to invest it. 

414. Do you think that, supposing you could place side by 
side two districts, in one of which the law you have spoken of 
was allowed to work, and in the other of which no party could 
advance his capital in such an enterprise without being liable 
to the whole amount of his fortune, the first would be mpre 
Jjkely to prosper and more likely to do well ? — Yes, I should 
^hink so. I say I should think so, because it may be the 
case where there is not such a law that there may be more 
rash enterprise, and in consequence more business done, but 
f)Ot with the same profit, and not with the same security. 

415. Then we come to this, that the law en commandite has 
a tendency rather to check ra^h enterprisci and rather to facili* 

tate 
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tate useful and cautious enterprise ?-^Yes ; I hj^ve always Ur,T. 

considered that it has worked so. T< mis^ 

416. Mr. GlynJ] Must not it depend entirely upon the ^3 Ma* 
character of the girant himself ?— Of course, bjit unless he 18511/ 
were a clever young man, it is not to be supposed that a person 

would advance money at all. 

417. Mr. EwartJ] In what way does it check rash enter- 
prise? — Because persons receive no credit unless they are 
supported by somebody en commandite ; of course, persons will 
not lend money unless they think it is likely to succeed, 
because there are many instances in which they have not sue* 
ceeded, and then the money has been lost. 

418. Chairman.]! believe that the factories and maau» 
factories which you speak of, that are carried on by this law 
of limited liability, furnish some of the most beautiful ribbons 
10 the world ? — Yes, they do. 

41 9. They are those for which France is particularly fanu^us, 
are they not ? — Yes. 

420. Do you think that the system has a tendency to bring 
out ingenious persons devising fresh plans and patterns,, and 
so on ? — I think that the system is calculated entirely to do 
that, because of course, if a manufacturer retires from busi- 
ness with a fortune, and he wishes to invest part of it at greateir 
interest than he would have by investing it in any other way, 
he generally chooses the clever young men who have been in 
bis house, and lend them money. 

421. Is not the superiority, or at least the celebrity, which 
these French ribbons have acquired owing a good deal to 
the introduction of improved patterns and beautiful designs, 
and so forth, from time to time?— Yes, of course it is. 

422. And you think that that is encouraged and assisted 
by the law of which we speak ? — Of course it is, in a great 
measure. 

423. It brings forward ingenious, clever, intelligent persons, 
who perhaps may not have capital, but who, by these means, 
have capital advanced to them ? — There is not a doubt of it. 

424. Do you think that the same principle of bringing forth 
intelligence and ingenuity in persons applying their minds 
towards the improvement of fabrics would be aided in all 
other fabrics as well as that of ribbons by such a law ?-^^t is 
so in France ; of course, the same law exists for Lyons and 
for Paris ; in Paris there are comparatively few manufactories. 

425. Mr. Sotheron.'] In the case of the socij&ties which you 
mention, I think for the most part they consist qf only one or 
two partners ? — ^Those that I am aware of, 

426. They 
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Mr. 7. 426. They are, in fact, for the most part cases nhere a 

TomntemL person, having made his fortune in a particular business, wishes 

uTii/hLy ^^ retire from business, and leaves a certain sum with ihe 

1851. girantj thus becoming a commanditaire^ and it is carried on 

by this person ? — No ; those that I have known have not in 

general been so ; they have certainly been by persons who 

have been in some business, but they have not left the money 

in their own business. 

427. Have you Icnown any cases of any public objects being 
carried out en commandite ? — No, I am not aware of it ; it 
may be so. 

428. In the cases which you have spoken of, where there 
has been one commandilairef it has been in fact this, that one 
person, lending a sufficient sum to carry on the business, finds 
a clever young man who carries it on as his gerant ? — Yes, 
but he is not allowed to interfere in the business at all; if he 
does, of course he becomes a partner. 

429. Mr. Glyn."] You say that these partnerships are 
registered ? — They are- 

430. They are registered in the Chamber of Commerce?— 
Yes. 

43 1 . What form do they go through to prove the payment 
of the capital which is supposed to stand in the name of the 
commanditaire ? — The amount for which the party is liable is 
fixed on the door at the Chamber of Commerce, I think, and 
kept there for three months, and they are also obliged to 
advertise in three papers, I think ; but that I expect will be 
found in the commercial code of France. 

432. There is no precaution taken to prevent the money 
being repaid to the commanditaire before the expiration of the 
partnership ? — It cannot be. 

433. In what way cannot it be ? — Not unless they falsify the 
books ; the amount appears in the books, and must be ac- 
counted for. 

434. By collusion between the girant and the commanditaire, 
there would be no difficulty in the money being repaid ?— I 
should think very great difficulty ; if a person keeps books, I 
do not see how by any possibility he can give him back the 
money. 

435. What would there be to prevent collusion between 
the gerant, the man carrying on the active part of the busi- 
ness, and the parties lending the money en commandite; sup- 
posing they had an intention to commit a fraud, what difficulty 
would there be in the repayment of the capital subscribed ?— 
Jf the money is repaid, it must appear in the books. 

' ' ^ ' ' 4^6. Have,' 
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436. Have the public, in any way, access to their books ? — Mr. T. 
In case of failure, of course; if they do not fail, it is of no Taumscnd. 
consequence. ^rMay 

437. Then, in point of fact, there is no security whatever 1851. 
against the possibility of the capital of the commanditaire 

being repaid by the girantf and so fraud practised on the 
public ? — On the contrary, it cannot be repaid ; if it is repaid, 
it must appear in the books. 

438. Mr. /. EUis.] What security is that to the public 
when the money is gone ? — The commanditaire can be pro* 
ceeded aj;ainst. 

439. Chairman.'] On the whole, with the checks that exist 
tbere, does the system work well ? — Certainly ; I have not the 
least doubt of it ; I never heard it doubted in France at all. 

440. Mr. Etvart.'] Are there companies in France associated 
en commandite for public purposes, such as an association for 
drainage and irrigation, and other public purposes ? — I am 
oot aware of them ; there is a society to work the mines at 
St. Etienne, and they have associated themselves, but I know 
that they are liable for the full amount of their fortune. 

441. Chairman.] Can you tell us anything with respect to the 
societh anonyme ? — No. There is another form of partnership, ^ 
namely, young men in a house of business who are interessis^ 
who receive a share of the profits, but are not partners. In 
England they would be considered as partners, and conse- 
quently that is very seldom acted upon ; but that is a very 
great advantage, I think. 

442. Mr. Ewart.] Making their salaries depend upon the 
profits of the concern ? — ^They have in general a fixed salary, 
and also a share in the profits ; that is done to a great extent 
in France. 

443. Chairman.] Does it work pretty well ? — Yes. 

444. They are not partners, but they have their attention 
to the business stimulated by having a certain share of the 
profits, if they amount to so much ? — Not if they amount to 
so much ; they have a fixed salary, and besides that, a share 
of the profits. 

445. To what employments is that directed?— To every 
employment in which young men are in general employed ; 
clerks, bookkeepers. 

446. And shopmen ? — ^Yes. 

447. Such as we have here in the houses of our large $ilk 
mercers J would it be applied to such as those? — ^Yes; in 
every description of business. 

448. That is to say, they have a fixed salary } and besides 

that 
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Itr. f. that fixed salary they have a certain proportion of the profits ? 
T<mnsmi. —Yes. 
*Tr 449. Without being partners ? — Without being partners. 

1851. 45^* ^^ y^^ think that that has the effect of stimulating 

their attention, and so on ? — No doubt of it. 

451. And it works well ? — It works very well indeed. 

452. Is that also applied to the case where women are 
assistants ? — No, I think not ; it may be in some small cases. 

453. There are some businesses in which they are almost 
' the only persons ? — Yes. 

454. But you do not know whether it is applied to that at 
all ?— I do not. 

455' You think that it works usefully ? — Very much so. 

456. Do you know whether it is applied to any enterprises 
in which not merely shopmen, but workmen, superintendents, 
and persons who carry on different departments of the works, 
are employed ? — Not in general. I think it may be of course 
applied to them, but not in general, I think ; in general it is 
applied to two or three of the principal young men in a large 
house of business. 

457. Mr. Ewarf] You have never known it applied to 
railways? — No; I think I have heard something of th^ kind 
on the Paris and Orleans. 

458. Mr. Morris.'] Can the capital of any one of these 
pTirties be withdrawn from the concern by legal proceedings ? 
—No. 

45p. Is not that capital liable to the payment of his private 
debts ? — No. 

460. The question alludes to the commandite system?— Of 
course the whole of a man's property is liable for his debts. 

46 1 • Is he gazetted out, as is the case on this country ?— 
I really do not know how that would be with regard to the 
money which he had in another business ; of course it would 
be the property of his creditors. 

462. Mr. Sotheroni^ When a partnership en commandite n 
entered into, the amount of money advanced by the comrnmr 
ditaire is advertised and made public, is it not?— Yes ; it is 
advertised in three papers, I think, and on the door of the 
Chitnyber of Commerce for three months. 

463. Does it specify for what length of time the partnership 
is ? — Of course, 

464. If during that time the business should be prosperous 
for a given number of years, and tl>e capital should accumulatfe 
in profits so as to give apparently a great increase to the 
capital of the t)U8ifiess^ and the commanditaire were to draw 

out 
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out Ihe amount of money that he had invested as his partner- Mr. f. 
ship capital, and afterwards the business were to become un- Tmnmii. 
prosperous, and the whole of the remaining capital to be lost, a^lJfJIy 
would the commanditaire be then liable for that amount of 1851, 
capital which he had originally put in ? — Of course, if the 
term for which it had been advertised to be advanced were 
not finii^hed he would be liable. I understand yoUr question 
to be^ supposing a person were to advance 1,000/. for Seven 
years, and before those seven yeai-s were at an end he drew 
out more than 1 ,000 1. 

465. Suppose he drew out the 1,000 i. ? — He could not draw 
out ihe 1,000 7.; he might draw out a 1,000/.^ but not the 
1,000/., because the 1,000/. would be the capital that he had 
undertaken to leave in the business for seven years^ and until 
tfce end of the seven years it could not be drawn ; he might 
draw interest and profit to that amount, but not the capitaK 

466. He is always liable for his capital ? — Yes. 

467. ChairmanJ] He is always liable for his capital during 
the time for which he is registered ? — ^Yes, and at the end of 
that time a fresh arrangement is made, aiid again it is adver- 
tised ; there is generally some alteration. 

468. Mr. Glyn.'] I believe this is the way in which it 
stands, that a man subscribes l,ooo/. en commandite for a 
term, say of 1 years ? — Yes. 

469. During the first eight years he makes a profit on 
1,000 /• — 2,000/. stand to his credit in the books of the part- 
nership ? — No ; I expect that in general they force them to 
take out their interest and their profits every year. 

470^ He has a right to draw out his profits ? — They pay 
them out to him. 

47 1 . In the ^vent of the failure of the firm, his capital en 
tommandite merges in general assets, but he has a credit upon 
the firm to the s^mount of his profits ? — Yes. Many persons 
commdnditS a firm for a certain amount, and then they lend a 
further amount to the firm, which is of course entered, and 
then, in case of failure, they come in as creditors for that 
amount, but not for that amount en commandite. 

472. Mr. Cobd&t.] But it is distinctly understood, that if 
a ammanStaire leaves the amount of his accumulated profits 
in the business, and the house should fail, he can prove as a 
creditor against the estate for the amount of his profits so left 
in the concern ? — Yes ; he can prove as a creditor for the 
amount of his profits, but the total amount of the sum that he 
advances en cmmandite is lost. 

473. Chairman.] If I under^taiid rightly, he is liable to the 

amount 
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Mr. T. amount for which he is originally registered for the whole 
Townseni. period ? — Exactly so ; the public have no cause to complain 
22 May of that, because only that amount was registered. 
1851. 474. Mr. Giyn.] And the other is money lent ? — And the 

other is money lent. 

475. Chaitman.'] The part which is registered, and of which 
the public have notice, he is obliged to leave in till the end of the 
period ? — ^That would be entirely lost in the case of failure. 

476. Mr. Sotheron.'] Take the case of a man subscribing as a 
commanditaire 1 ,000 /., but only 500 /. of that is actually used ; 
the concern fails during the period for which the commandite 
exists, he is then liable for the whole 1,000/.? — Clearly. 

477. Mr. J. Ellis.] Has the system of interessh been 
applied to any great extent to factories ? — One or two of the 
manufactories of St. Etienne with which I am more particularly 
acquainted have certainly one or two of their young men 
interessis. . 

478. Can you give us any idea of how far it has answered^ 
-*-Yes ; it has answered remarkably well ; it makes the young 
men very attentive, and very assiduous, of course ; it is their 
interest. 

479. Can you tell the Committee as to the amount of profit 
which has been derived from factories worked upon that sys- 
tem ? — I cannot say. 

480. As compared with others? — I should think there are 
very few businesses at all in France wbiere there are not one or 
two interessh* 

481. Chairman.] Will you mention what the profits may 
be of some one, or a few, of those partnerships which are 
conducted en commandite ; I am not speaking of particular 
years, in which they have been either bad or good, but taking 
the average in which they have been tolerably .good ; have 
the profits been six, eight, or ten per cent., or thereabouts ?— 
I really cannot say ; I know that they generally allow them six 
per cent, for their capital, and sometimes only five when the 
business is better established. 

482. Mr. Glyn.] Do they allow them a fixed interest for 
the capital ? — They allow a fixed interest for the capital ; and 
besides that, the commanditaires have a certain share of the 
profits ; that is the advantage. 

483. The other witnesses have not mentioned the fact of 
their having a fixed rate of interest ? — Always ; that is the first 
thing that is allowed. 

484. Chairman.] And that you say is usually six per ceo!., 
besides some addition for profits beyond ? — Yes ; five or six 

per 
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per cent, they might obtain in other ways, without risking Mr. T. 

their capital. Townsend, 

485. Mr. T. Egerton.] Is there any allowance made out of "^ 
that to the ghant for his personal trouble ? — Not out of the 1851!' 
interest, but out of the profits, of course ; whatever sum the 

gerans are allowed to draw is considered as the expenses 
of the business. 

486. Is their share according to the sum of money which is 
put in, or is there an additional sum allowed them for carrying 
on the business, for the trouble and expense ? — There is always 
a certain salary which they are allowed to draw, which is con- 
sidered an equivalent for their trouble. 

487. Mr. J. Ellis.'] Supposing there is no profit ; supposing 
the concern does not yield profit enough to pay the interest in 
the first year, what is done ? — I think that is settled by agree- 
ment; in general, in the agreement which is made, there is 
some understanding and some agreement, that if, after two 
years, two stocktakings, there should be no profit, the command 
ditaire shall have the right of winding up the business; but I 
think that is entirely settled by agreemeiit between the parties ; 
it is made public. 

488. Mr. Morris.l Is the acceptance or drawing of bills 
of exchange limited to the ghant ? — Entirely so. If the com^ 
manditaire were to interfere, he would become a partner ; 
I believe in general the commanditaire has a right at certain 
periods to see the books. 

489. Chairman.] But if he were to interfere he would become 
liable altogether? — Quite so, for the whole of his fortune. 

490. Mr. Glyn.] Is it not the case that the circulation of 
bills, and the credit upon bills, is not nearly so extensive in 
France as it is in Ifliis country? — The greater part of the 
transactions are carried on in France by bills. 

491. Are bills circulated the same as in Yorkshire and 
Lancashire in this country ? — Bills circulate in France from 
one party to another ; in fact, they were obliged to do so, on 
account of the circulating medium being almost entirely silver. 

492. By endorsement from one person to another, as here? 
— ^Yes ; Marseilles upon Paris, and Paris upon Lyons, and 
Lyons upon Bordeaux ; those bills are continually about. 

493. And the payments between buyers and sellers are made 
very much by the endorsement of bills from one to the other? 
•—Yes, very much so ; when bills upon England are negotiated, 
instead of specie, these bills are given, which are paid away. 
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Robert George Cecil Fane^ Esq., called in ; and Examined. 
R.G.C. 494. Chairman.] YOU are aCommissioner in Bankruptcy? 

Fane, Esq. -— Yes. 

n-rMav f 95' ^^^ ^^^ ^^^^ acquainted with the law of partnership 
1851. ^s it exists in this country ? — Yes. 

496. And the general working of it ?— Yes. 

497. We are all cognizant that every partner wbo puts into 
a partnership is personally liable, as it was expressed by Lord 
Eldon, to the last acre, and the last shilling be possesses?^ 
Yes ; Lord Eldon went a little further than that, because be 
said that not only every person who comes forward as a part- 
ner, publicly^ is liable to the whole extent of his property, 
but that anybody who secretly stipulates for a share of the 
profits is so liable. It seems not unreasonable that a person 
who openly comes forward as a partner should be responsible 
for the partnership, but that a person who does not publish 
bis name should be responsible seems not quite so reasonable 
to me. In my early life I set about ^vriting a treatise on tb^ 
law of partnership. 

498. From those circumstanoesi perhaps, your attention hsi 
been particularly directed to this subject ? — Not lately. 

499. You are aware that in various countries, on the Con- 
tinent, and in some of the States of America, a different law 
of partnership prevails concurrently with our law of partner- 
ship, a law which is commonly called the Law of Common- 
ditCf or limited liability of partners ?— Yes, I know that. 

500. You are aware that by that law, under certain rules 
and regulations, to prevent fraud between the partners them- 
selves, and between the partners and the public, the partners 

are 
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are able to advance certain sums which arc? registered and It (?. C. 
are known, and that beyond that their h'ability does not ^^^^*^ 
extend ? — Yes ; I know4hat ; my doubt is whether any per- ^TftFav 
son who does not call himself a partner should be liable for Isri. 
the engagements of the partnership, even though be has 
stipulated for a share of the profits. The result of my 
reflections, when I thoroughly considered this subject, was 
that no person who advances money to a partnership, upon 
the terms of sharing the profit^j, should be a bit more liable 
to the creditors than if he advanced money as a creditor, at 
five per cent, interest, or any other sum. I never could un- 
derstand why a person who secretly advanced money to a 
partnership, on the terms of taking a portion of the profits, 
should be any more responsible than a creditor to the other 
creditors of the firm. 

501 . But you are aware that in the ease of commandite it 
is not secretly advancing to the partnership, but advancing 
certain sums of money registered and known, which are 
managed by other parties called the gSrans ; and those parties, 
the gSrans, have an unlimited liability? — I know all that. 
I know that the responsibility of the gSrans is unlimited, and 
that the responsibility of all other persons who merely contri- 
bute money, and do not otherwise interfere, is limited to the 
sum which they expressly agree to be responsible for. 

502. Do you think that such a law, with such safeguards as 
the intelligence and experience of parties might suggest, would 
be useful in this country ? — Thinking as I do that no person 
should be responsible to creditors who does not give his name, 
it follows that I must think also that partnership in com- 
mandite would operate advantageously to the community. 

503. Mr. J. A . Smith.] Is the converse of that proposition, 
in your opinion, also true, that everybody who does give his 
name to the partnership should be liable to the full amount of 
his property? — I think so. He who by giving his name 
entitles a person who trusts the partnership to rely upon his 
personal responsibility, should be fully responsible after that, 
as a matter of course. 

504. Chairman.] Do you think that when parties pay up 
a certain amount, which when paid up is managed under cer- 
tain regulations to prevent fraud, in that case it is just and 
politic that they should not be liable to more than a certain 
amount ?— They sh9uld not. 

505. Have you, from communications with parties ac- 
quainted with the working of the law, either on the Continent 
or in America, satisfied yourself that such a law is a useful 

0.51. B 2 law ? — 
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Jl. 6. C. law ? — I have no doubt myself that it would be a useful law; 

Fane, Esq. but of course there is a great difference of opinion amongst 

a-TMav persons upon the subject, and I can only give my own opinion ; 

1851. but I should say that everything which is calculated to unite 

enterprise and capital, instead of keeping them separate, is a 

good thing for the community. 

506. Do you not think that such a law would enable parties 
of n^oderate capital, combined together, to carry out enter- 
prizes which separately they cannot do? — Certainly. 

507. Do you not think that it would enable parties desirous 
to run a certain amount of risk, but not desirous to go to the 
risk of their whole fortune, to advance moderate sums for the 
aid of enterprising men of good character ? — I liave no doubt 
of it. I am myself convinced that there would not have been 
such masses of money sent to South America immediately after 
the war was over if persons could have invested their money 
in enterprises in England without incurring a risk of (to use 
Lord Eldon's phrase) losing every shilling and every acre that 
they had in the world ; saving persons who had got something 
to dispose of, which was the result of their accumulations, and 
which they had no immediate means of investing in any enter* 
prise under their own eye, did not know what to do with their 
money, for the law of England said, that they should not risk 
a portion of their fortune without risking every farthing they 
had in the world ; and in order to invest their money at what 
they considered an advantage, they were not unwilling to throw 
it away in South America, because they did not dare risk it in 
England, and I really believe that the millions that were 
sent to foreign states about that time, were merely sent 
because there was such a desire in this country for invest- 
ing money in speculations ; and the law of this country did 
not permit a man to invest a small portion without risking the 
whole. 

508. Mr. J. A. Smith.] Are you talking of mining specu- 
lations? — Yes, and others. 

509. Conducted by companies or by individuals ? — I believe 
by companies. 

510. Were those companies protected by limited liabih'ty? 
— ^I should think they would be ; but I was at that moment 
thinking more of the immense quantities of money that were 
lent to foreign states. 

511. Chairman.'] Do you think that, supposing the law of 
limited liability had been permitted here, in many cases 
cautious and careful persons of character and experience in 
their several neighbourhoods would have been willing to have 
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advanced money for local enterprises of a useful character, n^ q. C* 
and would have combined in such enterprises the smaller ^ane, Esq. 
capitals of their neighbours, who would have trusted them ? "— " 
-I believe so. ^L^*^ 

512. With reference, for instance, to waterworks, gasworks, 
bridges, highways, ferries, and, now lately, lodging-houses and 
washhouses, and any other public enterprises connected with 
the accommodation and improvement of our great towns 
springing up around us, do you not think that if there had 
been facility for obtaining limited liability, there would have 
been investments by the middle classes in such undertakings, 
very usefully made ? — I certainly believe so ; I think that 
limited liability would have produced as bold enterprises in 
the cases to which you have alluded as hmited liability has 
produced in the case of railways ; clubs I might mention, as 
another instance, for in clubs there is limited liabiHty ; every 
member contributes a small portion, and he risks nothing 
more ; the consequence is, that we live in palaces. 

513. Do you think that in local enterprises, local character 
would be of great use as a guard ? — No doubt. 

514. Mr. J. A. Smith.'] Would you put any limit to the 
application of this change in the law which you think advis- 
able ? — I would not ; my belief is that it would tend greatly 
to the public prosperity, if the basis of the law itself were 
changed, and if the doctrine that the taking a share of the 
protits makes a man, of necessity, a partner, were totally and 
entirely abolished. 

515. Do you conceive that that applies to banking as much 
as to anything else ? — I do indeed, 

516. Chairman.'] Without going the whole length that you 
speak of, as considerable apprehension prevails in the minds 
of many parties with reference to rapid changes in this 
country, should you think it advisable to introduce, at all 
events, with proper safeguards, this law of limited liability 
concurrently with that of general liability, so as to allow parties 
to take their choice ?— Yes, I should ; I only regret that the 
existing feeling prevents the law from being put upon what I 
think would be a proper basis. Supposing a person, instead 
of lending 5,000/. to a firm, to be repaid with interest at five 
per cent., agreed to contribute 5,000/. to a firm, taking a 
share in the profits of the firm, then if the firm did not pay 
its debts, and the firm became bankrupt, there would be an 
inquiry what was the capital of each partner, and what was 
the property of the firm. This person, whom I have in my 
imagination, might have been a creditor or might have been 
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^O MiNtJT&l» OF BVIOBNCK YAKBN MSFOltit t Itfi 

iSi G. C. a contributor. If he has entered into that partnership in 
{W1U9 Ew|. th^, character of a contributor, then he contributes 5,000 1. 

a-TMaf towards the payment of the creditors ; the present law almost 
1851* forces him to be a creditor instead of a contributor, and in 
consequence, instead of contributing 5,000 /. towards the pay- 
ment of the debts of the concern, he takes out 5,000/. as a 
creditor of the concern. It would be much better for the com- 
munity that he should be a contributor of 5^000/. upon the 
terms spoken of, namely, of not being made to contribute more 
than the 5,000/. In the one case, in the event supposed, he is 
a creditor of the concern, and takes 5,000/. out ; in the other 
case, he brings 5,000/. in. 

517. Are you aware that the law of limited liability of 
partners is applied successfully to many commercial enter- 
prises in France, in Holland, and in the United States, and in 
other countries of Europe?— I am aware, but only from read- 
ing, that that law of limited liability has been introduced to a 
very great extent. But it has been introduced to a very 
great extent also in England, for it is the law of all railway 
companies, of all canal companies, and of all insurance com- 
panies ; and it is difficult to know why the law should not be 
general. 

518. Mr,/. A. Smithy Ig it the law of all insurance com- 
panies? — I may be mistaken in saying that it is the law of 
insurance companies ; but if it is not the law of insurance 
Companies, it is practically the law ; for who ever heard of 
a member of an insurance company being called upon as an 
individual to pay the obligations of the company? Upon 
consideration, I suppose I am wrong upon that point, as a 
mere question of law ; but I am looking at it, not with 
reference to what the law actually is in certain cases, but 
what the law ought to be ; and we know, practically, that no 
person who enters into engagements with an insurance com- 
pany ever dreams of looking to the responsibility of indi« 
viduals. 

519. Chairman.'] The instances that you have mentioned 
are instances of large capitals applied for large purposes, 
railways, and so forth, in which, therefore, the advantage of 
this limited liability is given to persons having a large amount 
of capital, and it is given for large objects ; do not you think 
that it would be fair to give the same advantitge to persons of 
smaller capital, and combining together in smaller enterprises^ 
and probably in many instances local enterprises? — I do. 

520. Enterprises not requiring perhaps millions or hun- 
dreds of thousands of pounds; but requiring ten or twenty 

thousand 
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thousand pounds for local purposes? — Certainly; but the R. 0» & 
advantages in those cases would undoubtedly not be so greats ^''^'^ ^^* 
because when the object to be attained is a small object, it ^7 May 
can^ generally speaking, be attained by the capital of a few ^j^i. 
individuals; and in those cases, therefore, the alteration of the 
law is not so much required, though I agree with you io 
thinking that the law ought to be so. 

521. As far as regards the few individuals who might 
engage in the enterprise, the advantage of the alteration might 
be litUe, but as regards the many individuals who might par- 
ticipate in the benefit (if benefit there be) of the enterprise, 
the advantage of the limitation of the liability would be great? 
—It would, certainly. I remember, for instance, there being 
a steam-washin^ company, which was intended to supersede 
tije functions of washerwomen ; now I am sure that such all 
undertaking could never answer, because it is utterly impos- 
sible that a company could wash so cheaply as individuals 
can. When, therefore, gi^eat capitals are applied to sucH 
purposes as those, it is a misapplication of capital, and it is 
speedily punished by the parties concerned losing all they 
have invested in it. However, that is the punishment of 
folly, and to which folly should be left ; and a desire to pro- 
tect those persons against themselves should not prevent us 
from establishing a beneficial law, which law, when properly 
applied, would be productive of enormous advantages. 

522. Do not you think that, generally speaking, people 
might be left to manage their own affairs, and that they 
are usually prudent enough to see whether they are properly 
managed or not ? — Certainly. I do not think the Govern- 
ment is to act as a nurse or a guardian. 

523. Mr. /. A. Smith.'] Why do you think that limited 
liability is a mojre natural state of things than unlimited lia- 
bility? — Because I do not think that a creditor who has 
chosen to trust a certain number of persons, whose names have 
been disclosed, and about whose character and whose property 
he has ample means of inquiry, and who, upon the faith of 
that, without knowing of the existence of any other persons 
who under the present law are liable, chooses to part with 
his property, has any just ground for insisting upon the lia- 
bility of a person who does not disclose his name ; and that 
the mere circumstance that an undisclosed person stipulates 
that he shall have a share in the profits of the concern, in con- 
sideration of his increased risk, ought not to make him re-' 
sponsible to the whole extent of his fortune, to the creditors 
of the concerti« 
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R. G. C. 524. What I meant to ask was this : why do you considtr 
Fane, Esq. Jt ^ more unnatural state of things for a man to be liable fully 
rTT , for the consequences of his acts than to have those conse- 
1851. quences limited by an Act of the Legislature? — The real 
question is, whether the existing law which has been estab- 
lished by the judges is a reasonable law. You are imagining 
the case of the Legislature interfering to alter the existing 
state of things. 

525. As you are very conversant with the operation of 
partnership matters in this country, will you take the trouble 
to point out what you conceive to be the evils of the existing 
law, and the prominent advantages of a change ? — I see no 
evil in any part of the law of partnership, except that by 
which it is established, that he who contributes to the funds 
of an undertaking, on the terms of sharing in the profits, is 
liable, as a partner, to all the engagements of the partnership 
to ** his last acre and last shilling," although he does not dis- 
close his name; but in that I consider that there is the greatest 
evil, because its tendency is to prevent capital coming forward 
to aid industry, ingenuity, and enterprise. Capital without 
industry is dead, and so is industry without capital. It is the 
union of the two out of whicli all wealth arises. It seems, 
therefore, most impolitic to discourage that union, by saying 
to each accumulator, you shall not risk any portion of your 
accumulations for the aid of struggling industry or struggling 
ingenuity, on the terms of sharing in profits, if profits there be, 
without risking every farthing you have in the world. Nor 
indeed is it easy to see what right the law has thus to inter- 
fere with each man's discretion. Take a very common case. 
A person, a successful lawyer, for instance, who has some 
accumulations lying idle, hears of a project which has been 
started by some enterprising person, the rescue of a large 
tract of land, in Victoria county, from the sea. He approves 
the idea, has confidence in its promoters, and is content to 
risk a moderate sum, 1,000/., on the success of the enter- 
prise, but no more. •* No," says the law, " you shall not risk 
moderately; if you risk at all, you shall risk your last acre and 
last shilling." What right nas the law thus to dictate, thus 
to control his discretion ? 

It is admitted on all hands, that he might have advanced the 
same sum at 5, 10, or 20 per cent, interest, and incurred no risk 
beyond his advance ; why should he not be permitted to ad- 
vance it for a share of profits, and incur no further risk? 
What difference is there between interest and profit, but 
that interest is certain and profit uncertain ? What is interest 

but 
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but a fixed share of profit? Why should asking for interest 11.6. C. 
involve no liability whatever, and asking for profit involve ^^ne^E^. 
liability absolutely boundless ? aTMay 

In tl)e early part of my professional life, circumstances in- 1851. 
duced me to study the law of partnership, and I found this 
strange provision in it. I was so startled and amazed, that 
I set about tracing it to its source, and then I discovered 
that it had, properly speaking, no foundation at all. I traced 
it to a case decided in 1793, on the alleged authority of a case 
decided in 1775, which last not only did not affirm it, but 
actually negatived the liabihty of the alleged partner. 

The case in 1775 was Grace v. Smith, Blackstone's Rep. 
998. There Grace endeavoured to make Smith, who had 
retired from a partnership some years before, responsible 
for a. subsequent debt of the partnership, on the ground 
that he on retiring had stipulated for a share of the profits. 
The counsel, who argued for the plaintiff, to support his 
argument, took from his pocket what in the language of 
our profession is called pocket-piwStol law, that is, a manu- 
script account of an unreported case, which he said had 
been decided a few months or weeks before by Lord Mans- 
field, Bloxham v. Pell, in which Lord Mansfield had decided • 
in a similar case, that the retired partner was liable. This 
argument and case, however, produced no effect, for Chief 
Justice de Grey and the three other judges held, that the 
defendant was not liable. Similar attempts to make persons 
responsible for debts, as dormant partners, were repeated ; 
in 1780, in Hoare v. Dawes, Douglas' Rep. 371 ; and again, 
in 1788, in Cooke v. Eyre, 1 H. Blackst. 37, but they failed; 
nor was it till 1793 that the doctrine was established. In 
that year the case of Waugh v. Carver, 2 H. Blackst. 235, 
was heard. Two houses, who acted as agents for shipowners, 
had agreed to assist each other in procuring agencies ; and it 
was agreed that they should divide the profit of a portion of 
their agency business. The two houses were entirely distinct, 
and had no other connexion with each other than the above, 
which was secret. One carried on business at Cowes, the 
other at Gosport. The Cowes house failed, whereupon a 
creditor of that house sued the Gosport house for goods 
sold and delivered to the. Cowes house ; and having obtained 
a verdict, subject to the opinion of the court, the case was 
argued before the full court, and judgment given for the 
plaintiff. In giving judgment, Lord Chief Justice Eyre ad- 
mitted, ^*that the two houses were not and never meant 
to be partners j" that ** they had no idea either was to be 

involved 
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A & CX involved in the consequences of the failure of the other;" 
J» ng, fe» q> gj^j ^jjjj^ **they did not understand themselves responsible 

97 May ^^^ ^'^y circumstances that might happen to the loss of 

iB^u either." '^ But/* said he, '* that was the agreement between 

themsehes.'' But the question is, whether they have not by 

parts of their agreement constituted themselves partners in 

respect of other perwns ? That they have so done is clear 

upon the face of the agreement; and upon the authority 

of Grace v. Smith, he who takes a moiety of all profits 

indefinitely, shall, by operation of laW, be made liable to 

losses, if losses arise, upon the principle, that by taking a 

part of the profits, he takes from the creditors a part of that 

fund which is the proper security to them for the payment 

of their debts. That was the foundation of the decision in 

Grace v. Smith ; and I think it stands upon the fair ground 

of reason. The result was, that the Gosport house was made 

liable. 

It must surely be admitted that the decision in that case 
was most unreasonable, because the creditor, when parting 
with his goods, had never looked to the Gosport house for 
payment, nor had the Gosport house ever voluntarily under- 
taken the liability ; so that two contracts were invented by 
the law, a contract by the creditor to sell and deliver to the 
Gosport house, and a contract by the Gosport house to pay,, 
neither of which had been dreamed of by the parties con^ 
cerned. This is not the function of law. Tlie function of 
law is not to invent contracts, but to find out what contracts 
men have really made, and enforce their due performance. 

The result of this case has been a series of contradictory 
decisions, the judges sometimes affirming the false political 
economy of Waugb v. Carver, and sometimes setting it aside, 
as leading to results perfectly absurd. A late writer, Gow on 
Partnership, (edition 1 830), after commenting on the decisions, 
says, p. 20 : " Nominally there is a discrepancy between the 
case«, but in what the substantial difference consists, it is not 
easy to determine f and he adds, ^^ it would be presumptuous 
to canvass or question the propriety of distinctions, which ha?e 
obtained the sanction of so many enlightened judges." The 
matter, however, is too important in a public point of view to 
excuse slavish submission to authority without inquiry, and I 
hope therefore I shall stand excused, if I venture to discuss 
the reasoning in Waugh v. Carver. What was it ? It was, 
that ^' he who takes a share of the profits of a business, takes 
part of the fund on which creditors rely for payment." Can 
any thing be conceived more false ? Creditors neither can nor 

do 
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do rely on profits for payment. Profits do not fexist till credi- R. O. C. 
tors are paid. Look at any individual transaction. A. sells ^*^^^ ^«9- 
goods to B. for 160 /.. B. re-sells them for 1 10 L There is ^Tmbj 
10 1, profit. Does the creditor look to this 10 /. for the pay- ig'^i^ 
mentof his 100/.? No; he looks to the 100 /• That sum 
would pay him, and is the proper fund to pay him. The \ol* 
would not* The 10/. evidently belongs to B.^ and is the 
fund to enable him to pay the outgoings of his trade^ and sub- 
sist himself and his family. If^ therefore, any creditor did look 
\jo i\\e profits of a trade, as his fund for payment, he would be 
a most unreasonable person, for he would wish that his cus-^ 
toDier and his customer' s wife, family and servants should all 
starve, profits being the only fund they have to live on. 

But, if the principle, that he who takes part of the profits 
of a business, ought to be responsible to the creditors of the 
business is a right principle, it ought to be carried out fully, 
and then it would involve other and very serious consequences ; 
for, upon that principle, every annuitant on a business and every 
creditor, who charged exorbitant interest for the use of money 
lent, ought to be responsible to creditors ; for they certainly do 
take part of the fund to which creditors look. They are en- 
titled to be paid, even though no profits are made. And so 
again, if the head of a house determined to pay his managing 
clerk by a salary equal to one-tenth of the profits, the manag- 
ing clerk ought to be responsible to creditors, foi he also would 
take a share of the fund on which creditors are supposed to 
rely for payment; but here the Iftw is staggered by its Own con- 
clusions, and hence it has been held by a distinction, which 
Lord Eldon has spoken of as "extremely thin," (Ex parte 
Hamper, 17 Vesey, 404,) that a servant so paid is not a partner. 

The truth is, that the decision in WaugU i;* Carver was not 
law, but mistaken political economy. The only safe principle 
to go on, is this, that those and those only are responsible to cre- 
ditors, who either are partners^ or have publicly declared 
themselves as such, and have thus authorized all who deal 
with the partnership to consider and rely on them as partners. 
It may, however, be supposed, that, the law in question is 
part of the old law of England, or that it existed in the law of 
Rome. I do not believe that a trace of it is to be found in 
either. All the treatises on partnership that I have seen, trace 
the law to Grace v. Smith, and trace it no further. 

Then is it reasonable to fasten this extravagant liability — ^ 
** to the last acre and the last shilling" — on those who are 
willing to aid industry and enterprise by advances of capital ? 
Is it a crime to aid enterprise ? What would this country have 

been 
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R. G. C. been without the assistance of the joint stock principle? Should 
Fa ne, Es q. ^yg Jj^^q had either canals, or docks, or gas, or water supply, 

27 May ^^ clubs, or a thousand other necessaries and luxuries of life we 
1851. iiow revel in ? It is to this principle that we owe our Bank 
of England and even our Indian empire ; and why> I would ask, 
should the law be so harsh against contributors, and so tender to 
creditors ? Contrast the cases of two persons, A. and B., each 
possessed of 1000/., and desirous of employing it, but uq- 
able to employ it themselves, one of whom, A., determines 
to lend his 1000/. on the terms of having the principal 
back with interest at, say 20 /. per cent, per annum, and the 
other, B., determines on advancing his on the terms of risking 
his capital and receiving a share of profits from the trade of 
the person who accepts the use of it, if profits are made. Sup- 
pose they both hand over their 1 000 /. to the same person, (!., 
and C. carries on the business for five years, and becomes bank- 
rupt. In the five years A. gets back 1000/. by interest at 
20 per cent, per annum. The extortion of A. has year by 
year swallowed up the profits of C.'s trade, and in consequence 
B. has never received a farthing for profits. See how the law 
treats these two persons on the bankruptcy of C. It allows 
A., the extortioner, who has got back his 1000 /., to prove for 
the 1000 /. he lent, and it not only will not allow B., who has 
got nothing, even to prove, but it declares, that " his last acre 
and last shilling " are to be taken from him to restore to A., the 
extortioner, his original 1000/. ; and why? — ^because he asked 
for profits, if made, and not interest. In this even-handed 
justice? What is there so wonderfullv meritorious in A.'s 
askinj> for interest, that the law should take such extraordinary 
care of him ? What is there so desperately wicked in B/s 
conduct in asking for profits, if made, that the law should set 
about reducing him to beggary ? Each had 1 000 /. to spare, 
and each was willing to risk it on their confidence in C.'s intel- 
ligence and honesty, one as a creditor, the other as a contribu- 
tor. Each was mistaken in his opinion of C. Why is one 
to be enriched and the other ruined f What interest has the 
public in the question, whether A« loses and B. gains, or B« 
loses and A. gains ? Why should the public, that is, the law, 
for the benefit of A., invent a contract for B., which he never 
wished to enter into, and which A. did not rely on when he parted 
with his money. So far I have been endeavouring to show 
that there is no foundation either in law or justice for this ruie. 
It remains to consider the objections usually urged against its 
aboUtion. 

One common objection is, that if it were abolished men 

wuld 
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would be deluded, by the hope of enjoying a share of profits, R. G. C. 
to engage in delusive speculations, in which they would ^^"^» ^^q- 
lose a great deal of money. To this the answer is, it is not n^TT 
the business of Government or the law to protect men against 1851/ 
their own folly. Every man of full age is the proper judge 
of his own affairs, and at all events, if he is not, neither is the 
Government. Besides, the Government, in protecting foolish 
people, must lay down general rules, which, though intended 
only to protect the foolish, impede the wise. 

Another common objection is, that allowing persons to con-, 
tribute capital in consideration of a share of profits, instead of 
advancing the same money oh loan, would disturb the ordi* 
nary operations of trade. I do not believe that there is the 
slightest ground for this apprehension. It is no doubt possi- 
ble that, for a short lime after the law was altered, foolish 
persons might be found, who would hand their money over to 
persons carrying on common trades on a stipulation for a 
share of profits. Experience would soon prove the folly of 
this. It would soon show that a fixed return, so much per 
cent., would be a far better arrangement than a share of pro- 
fits. If tlie capitalist bargained for a share of profits, how 
could he prevent himself from being cheated ? Let the work- 
ing partner debit the books with a little more than he really 
paid for goods bought, or for wages or other expenses, and 
credit them with a little less for goods sold, and he would 
soon reduce profits to such level as he liked, and it would be 
a wearisome inquiry for the absent capitalist to ascertain 
whether he had been wronged. He would soon find the truth 
of the French proverb, '* Les absens ont toujours tort/' and 
would be glad to give up the uncertainty of profits for the 
fixedness of interest. 

But there is another reason why giving facilities for the in- 
troduction of the joint-stock principle would not interfere with 
ordinary trades, and it is this, that ordinary trades cannot be / 

carried on to advantage without the constant superintendence 
of the owner. In ordinary trades there is such competition, 
that excessive profit cannot be made, and nothing will cover the 
want of economy and the waste inseparable frorn joint stock 
company operations, except excessive profit, profit so excessive 
as to leave a large margin for waste ; and hence, where joint- 
stock companies attempt to carry on ordinary trades, they 
infallibly fail. A washing company can never supersede washer- 
women. Washerwomen will always undersell them. 

But it may be asked, what good would the reversal of the 
law laid down in Waugh v. Carver do ? I answer, 

First, 
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A, 6. C First, It would prevent those revolting cases of injustice 
Faney Esq[. in which persons have been made h'able for debts of which 
"TT" they knew nothing, which they never intended to incur, 
Jg.j; and for which they had no idea they were liable ; such cases 
as that of Waugh v. Carver. Secondly, Retiring partners, 
having Gazetted themselves out, might occasionally leave 
a portion of their capital with the continuing partners, whom 
they had long known, and in whose business habits they had 
confidence, and share profits without risking their utter ruin ; 
and, thirdly, it would occasionally enable trustees and ex- 
ecutors to leave infants' property in trades, pursuant to the 
wish of the author of the trust, without incurring personal 
liability. 

These, however, would be rare cases. It can seldom happen 
that it is better to take a share of profits as a contributor, 
than a fixed rate of interest as a creditor. The way in which 
the change in the law would be really and extensively useful, 
would be in enabling and encouraging large numbers of per- 
sons to combine small capitals for the purpose of carrying out 
new enterprises, without having to pay the enormous expense 
of obtaining Acts of Parliament or charters. The present 
law, by saying, '' You shan't risk a little ; you shall risk every- 
thing or nothing," despotically controls each man's right of 
judging for himself as to his own aflfairs ; and by saying, " If 
you want limited responsibility you must get an Act of Parlia- 
ment or charter," substitutes public discretion on private 
affairs for each man's own discretion, and impedes enterprise. 
To me every Act of Parliament or charter that gives limited 
responsibility, appears to condemn the law that creates un- 
limited responsibility. 

But the law of joint stock companies is, I admit, in an un- 
satisfactory state. There is a very interesting account of its 
progress given by Lord Eldon in Van Sandau v. Moore, 
1 Russ. 458. His words are : — 

'^-Now the history of these companies has been such (and I have 
travelled a good deal among them), that a lawyer, as this plaintiff is, 
ought to have be^n not a little alarmed at parting with his money to 
a body so formed. It is quite clear, that, in a commercial country 
lilce this^ there may he many undertakings and enterprises to which 
individual powers of mind or purse may be quite unequal ; and for 
such cases the constitution of the country has provided by giving the 
means of creatin<r corporations. It is within my own memory, that, 
when an application was made to Parliament to incorporate bodies, 
it was generally met with tl)is short answer : ' Why have you not 
gone to the Crown with your request? Why have you not obtained 
.a charter ?' However that mode of thinking has gone by, and several 

Acts 
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Acts of Parliament have been passed^ establiahing companies simi- R, O. C. 
lar to this one. fane^ Esq. 

^^ There were not many of those Acts passed before inoonvenienciea 

were found to follow. If a man had occasion to bring an action S7 May 
against one of the bodies so constituted, he did not know how to 'IS5U 
proceed, or against whom to bring his suit ; and if he brought it, 
naming the defendants who were known to him, he w&s treated with 
a plea in abatement^ which was a check-mate to his action. To meet 
this inconvenience, it became necessary to introduce into those Bills 
a clause, that the company should sue and be sued by their clerk or 
secretary. 

** It was soon found that this provision did not set the matter 
right. The secretary on behalf of the company sued a man of opu- 
lence; and, if he succeeded, he recovered not only judgment, but 
payment of the demand. On the other hand, when the secretary was 
sued, the person suing found, that, though he had gotten an indivi- 
dual with whom he could go into a court of law or equity in order to 
enforce a claim against him as defendant, yet, after he had gone 
thither, he frequently found that it would have been better for him 
not to have stirred ; for though the secretary, when he was plaintiff, 
got the money for which he sued, he was often unable, when made 
defendant, to pay what the plaintiff recovered. 

'* That state of things suggested to a learned lord the necessity of 
making all the members liable, as well as the secretary, for a demand 
against the company. Thus there arose a third class of Acts of Par- 
liament establishing companies; Acts which made all the members, 
as well as the secretary, liable to answer demands recovered against 
the company. Still this was not enough : for, as these Acts did not 
provide the means of letting the world know who the members were, 
the consequence was, that, though all the members were liable, nobody, 
who bad a claim against them, could tell who the persons were that 
were thus liable. 

" Another improvement was therefore made. A proviso was intro- 
duced, requiring that, before a company was formed, or within a given 
time afterwards, there should be a register or enrolment of the indi- 
viduals of whom the company was composed ; and it was thought, 
that thus, at last, the work had been done completely, and that all 
was safe. Unfortunately, however, it turned out, in conseqtience of 
sales and transfers of shares, that a person, who was a member of the 
company to-day, was not a member of it to-morrow; the constituent 
members of the body were constantly changing ; and a plaintiff did 
not know against whom to proceed, whether against the present or 
agathst former members. 

'' A further alteration was then made ; the effect of which was, 
that those who had been members should continue liable, although 
they had transferred their interest, and that those who became mem* 
hers should also be liable ; an enrolment of the names both of the 
one and of the other being required. This had a very considerable 
operation ; and it was wonderful to observe how much, after it was 
adopted, the passion for becoming members of these companies 
diminished.'^ 

These 
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JR. G. C. These last words show strongly the bent of Lord Eldon's 

Fane^ Esq. mind. He disliked novelties, and though, in the early part of 

a-TMa his statement, he admitted "that, in a commercial country 

jgg,\ like this, there might be many undertakings and enterprises to 

which individual powers of mind or purse might be unequal," 

he showed no disposition to help the joint stock principle. To 

me it appears that it ought to be helped, and the way to do it 

would be, as I conceive, to enact, 

1st. That no member of a company should be liable to a 
creditor, but that the creditor's right should be against the 
company only. 

2d. That if a company did not admit a demand, the de- 
mandant should not be called upon to sue the secretary or 
any individual, but the company only, by the name it had 
chosen to assume, and that all process and notices should be 
left at the office, or sent by post to the office, and not served 
on any individual. 

3d. That if judgment was obtained against the company, 
and the company did not satisfy the judgment, the company 
should be declared bankrupt, and its affairs wound up. 

The practical effect of this would be, that all the difficulties 
to which Lord Eldon alluded, would vanish. The creditor 
would not be *' checkmated by a plea in abatement," because 
he would sue the company and not any individual ; he would 
have no difficulty in serving the usual process, because he 
would serve it at a certain fixed place; and when he got judg- 
ment, he would not have to look for directors, or secretary, or 
contributories for payment ; they would look for him, and pay 
him, for, if they did not, he would make the company bank- 
rupt. 

On the bankruptcy the creditors would assemble, assignees 
would be chosen, the property of the company would pass to 
them, and they would receive and distribute it. Their means 
of ascertaining what the property consisted of would be ample. 
The books and papers would be seized, and the directors and 
officers might be examined, according to the practice in bank- 
ruptcy. All who had agreed to contribute would be compelled 
to do so, and if there was enough to pay all claimants they 
would be paid, if not, each claimant would bear his proportion 
of the loss. Innocent creditors and innocent shareholders 
would each have learned a lesson which would teach them to 
be more prudent in future transactions. Each would lose 
something, and no individual would be ruined by gigantic 
liabilities utterly disproportioned to his share of possible 
profits. . 

The 
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The great evil of the present law, besides its tendency to B. G. C. 
check enterprise and impede the progress of inventions, useful f^^^f Esq, 
to the public, is twofold ; first, that by fastening too much ^7^y 
personal liability to creditors on individual promoters of a 1851; 
public enterprise, it deters men of fortune and sense from 
coming forward as promoters^ or, as they are called, provi- 
sional committee-men, and thus leaves the stage clear for 
adventurers and knaves ; and, secondly, that it encourages cre- 
ditors to give an unreasonable credit to adventurers, and thus 
enables them to delude foolish people. 

The present law deters men of fortune and sense from 
coming forward, for such men say, " If I even venture into 
the room where the subject is being discussed, I don't know 
but what the law may hereafter tell me that I have made my- 
self individually liable for the rent of the room, and any 
amount of supplies that any one of my co-provisional com- 
mittee-men has ordered in ; the law, * qui facit per alium facit 
per se,' may ensnare me ; my only safety is in staying away ;" 
and thus the public is deprived of the protection of men of sense 
and honour, who stay away, and falls into the hands of a very 
inferior class, who are only too willing to come. 

It also encourages tradesmen to give unnecessary credit to 
the adventurers, and thus gives currency to the bubble, if bub- 
ble it be, for by saying that all and each of the provisional com- 
mittee-men are liable to creditors, if the adventurers can get 
but one man of known substance to put down his name as a 
committee-man, under the delusive statement that he is not 
liable^ the bubble is started, and the delusion set going. The 
needy adventurers want an office, but have no ready money. 
No house landlord will trust them, or the fund. They then 
say, " Sir Thonias — — has joined us/' " Very well," says the 
landlord, " that will do," and the office is obtained. They 
then go to the maker of brass plates, then to the painter to 
paint the offices, then to the coal merchant, then to the sta- 
tioner, and, lasdy, to that most mischievous of creditors, the ad- 
vertising agent, by whose aid the project is floated. Each trusts 
Sir Thomas , and the bubble has all the currency that bold- 
ness, falsehoods, a showy brass plate, paint, and advertising 
can give it. Does Parliament wish to check delusions, and 
encourage honest enterprises ? Let it declare that no pro- 
moter is individually liable for a farthing, and that all com- 
panies are liable to the law of bankrupts. The result will be, 
that no respectable man will dread going into a board-room ; 
we shall have honourable directors instead of adventurers, and 
solid enterprises will be promoted ; because plenty of persons, 

Q.51. F who 
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It. 6. C. who think well of an enterprise^ will contribute a moderate 

jRnie, Esq* amount of ready money to start it, when they know that their 

Ifay responsibility is limited ; and, on the other hand, babbles will 

1851. either never float, or will soon burst ; and when they burst tbe 

law of bankruptcy will ensure those public exposures which 

are so useful as lessons for the foolish. 

526. With regard to the temptation which you seem to 
wish to hold out to investments of moderate sums to be 
embarked in enterprises more or less of a speculative character, 
in the hope of large profits, or at least of larger profits than 
are afforded by the funds ; do you think that that in a national 
point of view is advantageous or desirable ? — I do. There is 
in this great country, as exhibited in the Exhibition, a mass of 
ingenuity afloat, and the ingenious persons who invent those 
ingenious things are generally speaking persons who are entirely 
without capital ; they are for the most part workmen ; then it is 
in the highest degree desirable (if I may use a fanciful phrase) 
to marry that industry to capital. The present law absolutely 
forbids the banns. The present law says, if there happens 
to be a lawyer, one Mr. Fane, who having began life with little 
or nothing, has arrived at a certain degree of prosperity, and 
who in consequence has surplus funds which he hardly knows 
what to do with, which he is not very much disposed to 
invest in the 3 per cents., because the interest is small, and 
California may make it good for nothing, and he is in con- 
sequence disposed to invest a few hundred pounds in carrying 
out an invention of some kind, the law steps in and says to 
Mr. Fane, You shall not invest your money at a moderate 
risk ; if you invest it at any risk, you must do so in con- 
junction with a large number of persons, who all become 
partners with you, and according to the law of England, any 
one of those persons being a partner may involve you in 
liabilities of an unlimited amount; so unlimited that, to use 
Lord Eldoii's phrase, you may lose eveiy acre you possess, and 
every shilling that you have in the world. The question is, is 
it desirable that such a state of the law should exist, and that 
by forbidding the banns (to use my former phrase) between 
capital and industry or ingenuity, you shall make that in- 
genuity lie dead and unproductive. In tbe course of my 
professional life, as a Commissioner of the Court of Bank* 
ruptcy, I have learned that the most unfortunate man in the 
world is an inventor. The difficulty which an inventor finds 
in getting at capital involves him in all sorts of embarrassments^ 
and he ultimately is for the most part a ruined man, and 
somebody else gets possession of his inveiUkm^ 

527. Do 
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527. Do you think that that difficulty in finding capital, ^^ (^ (^^ 
for such purposes^ arises more from the fear of risk than from Fane, Esq. 

the doubt of profit? — I do; I believe that it arises entirely 

from the fear of risk, -^7 May 

528. If your view be right is not the object which you 
have in view almost entirely met by the operation of charters ? 
— I believe that if charters were granted freely and readily, 
probably that would get the better of the difficulty ; but I do 
not myself like that the Government should be called upon 
to interfere in these cases. "We know that j'ou cannot get a 
charter without getting a great number of public officers to 
investigate the subject, and there is great expense incurred in 
obtaining charters. 

529. Did you ever know of any want of capital at present, 
for any enterprise, whether of ingenuity or of local useful- 
ness, which promised a reasonable profit?— There is never 
any want of capital ; there is capital craving for employment 
all over the country ; but there is a great dread of the un- 
limited ribks connected with its employment. I can give 
an illustration which occurred to me last year : a person came 
to me, a member of the Blackwood family, with whom 1 am 
connected by marriage, of which family Lord DufFerin is the 
head, and that person showed, what appeared to me to be the 
most ingenious contrivance in the world ; it was for rather a 
foolish object, the object of it was to mark the number of 
persons who got into omnibuses, but it was one of the most 
ingenious things I ever saw. The working was' to be carried 
out by electricity ; I was attracted by its ingenuity, and so 
were several other persons, and we were disposed to go shares 
with him in this undertaking. But the more they looked 
into the subject, and the more they consulted with lawyers, 
the more we were deterred ; . for what said the lawyers, 
"You cannot engage in this transaction without exposing 
yourself to unlimited liability ; you. Lord Dufferin, who have 
a very large fortune, will you run the risk of engaging in a 
thing of the kind in which your partners may involve you to 
an unlimited extent?" and the practical result was that they 
all backed out of it. 

530. Chairman.'] Are you aware that an important under- 
taking for establishing model lodging-houses in this great city, 
where the capital was all ready, and the parties were of the 
highest responsibility, was impeded for a considerable time 
until they obtained a charter of limited liability, which cost them 
1,200/. r — I was not aware of that; but I can easily believe 

0.51. F 2 it; 
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R. G.C. It ; at all events wc all know that railways never would have 
Fi.n . h^ii been made but for the law of limited liability. 

"~ 53 J. Mr. J. A. Smith:\ Do you not believe that the law of 

^18^1!^ Jimhcd liability has operated in the case of railways, in pro- 
* ducing the loss of vast amounts of capital ?— I do not think 

that ; but I think that lying, and lying sanctioned by, or at least 
not punished by, the law, has produced a vast deal of mischief in 
the case of railways. I believe that the thing which occasioned 
the loss was not the law of limited liability, but that the thing 
that occasioned the loss was. that persons in responsible situa- 
tions were able, without suflfering any punishment whatever, 
except public condemnation, to proclaim that to be true which 
they themselves knew not to be true ; the delusion on the part 
of the public mainly arose from its being stated that railways 
were earning 10 per cent, when they were not earning a far- 
thing ; that was the source of the mischief, not the law of 
limited liability. 

532. Do you not think it possible that there would have 
been much greater providence, and much greater care taken, 
both in forming and in entering into railway associations, if 
the persons forming parts of those associations had been 
exposed to unlimited liability ? — I think not ; because I do not 
think that the undertakings would ever have been entered into; 
no reasonable person would have engaged in undertakings of 
the kind if he had not known that nis liability was limited ; 
at least I was a subscriber to some of those undertakings, and 
lam quite sure that I never would have subscribed to one of 
them if I had thought that by so doing I risked everything 
I had in the world. 

533. Chairman.'] You stated that you are of opinion that the 
law of unlimited liability prevents ingenuity and ability, as 
discovered by the humbler classes in various ways, being carried 
out successfully ? — T think sa. 

534. And that it therefore acts unjustly and unfairly 
towards those classes ? — 1 think so, 

535. Do you not think that, in countries in which the law 
of limited liability does prevail, people of the humbler classes 
have a better chance of bringing forward ingenious inven- 
tions than in a country where such a law does not prevail ?— 
I do. 

536. And that therefore, in the United States, for instance, 
where such a law prevails in the northern parts, the working 
classes of inventive minds, have a better chance of advancing 
and improving their condition than they have in a country 
where it does not prevail? — Yes. 

537. Are 



SELECT COMMITTEE ON THE LAW OP PARTNERSHIP, 85 

537^ Are you aware that that is the opinion also of Mr. R. G. C. 

Steuart Mill, who has written upon the subject ? — I was not ^^^^9 ^^' 

aware of that, ^^ 

538. Do yoli think therefore that the law of limited lia- 1851. 
bility is one means by which ingenious invention is to be brought 
forward and matured for the benefit of the country ? — I do ; 

and I believe that it is as advantageous and important for the 
benefit of the country generally as it is just towards the indi- 
viduals. 

539. Mr. J. A. Smith.'] Do you believe that the operation 
of the existing law has been to prevent the bringing forward 
of ingenious inventions in this country, as compared with 
other countries ? — I should think so. Of course nothing pre- 
vents the success of very ingenious contrivances ; they win the 
support of a few. A few persons of respectability engage 
the assistance of others, and by degrees a sufiicient body is 
formed to carry out the project ; but still the circumstance 
that the law says, that unless there is a charter or an Act of 
Parliament limiting liability, any person engaging in an under- 
taking of that kind is subject to unlimited liability, must 
have a tendency to diminish the support which the ingenious 
would otherwise derive from the possessors of capital. 

540. But you have no reason to doubt that ingenious inven- 
tions are developed here as rapidly as in any other country in 
the world? — I cannot deny that ingenious inventions are 
developed very rapidly here ; but I attril)ute that to the energy, 
and vigour, and industry, and capital of this country. The 
people of this country are more industrious and more saving 
than the people of any other country on the face of the globe ; 
the consequence is that things may be done in this country 
under a bad state of the law which would not be done in 
another country under a better state of the law, because of 
the extreme industry and vigour of our people. 

54 1 . With reference to the state of the law, do not you 
imagine that the difficulty of settling partnership disputes, 
inter se, is a very great obstacle in the way of association ? — 
I should think it was. I remember a short time ago reading 
a written statement by two eminent solicitors, who said that 
they had known many partnership accounts go into Chancery, 
but that they never knew one come out. 

542. With reference to the association of persons with 
moderate means for either local enterprises, or the promotion 
of ingenious inventions, do not you think that the difficulty of 
settling partnership disputes operates more to deter them even 
than the law of unUmited liability ?— I do not think that. 
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R. G. C. 543» Is not the importance of the question of limited or 
Fane^ Esq. unlimited liability, a good deal in proportion to a man's means ? 
"— - — ^That is to say, that the greater the means the greater the 
^IfS*' terror; I admit that. 

544. Then if that is the case, is it likely that the existing 
state of the law has bad much effect in preventing the asso- 
ciation of people together with small means, for the objects 
which the Chairman has detailed to you ? — I should think that 
even those who have small means are very unwilling to incur 
unknown risks. Tacitus was so good as to inform us several 
hundred years ago, that Omne ignotum pro magmfico. The 
mind is apt to dwell much upon things where we cannot see 
our way, and when persons are told that their liability is 
unlimited, they shrink with terror from the consequences. 

545. Do not you conceive that with regard to the association 
of working men together for such objects as are contemplated^ 
the difficulty of settling partnership disputes operates at 
present almost as a positive bar to such attempts r — :I have no 
doubt that the difficulty of getting judicial decisions in part- 
nership disputes does operate to prevent persons from en- 
gaging in partnership ; but still I do not think that is the 
thing which prevents them, because I believe that very few of 
the persons who would be disposed to engage in partnerships 
of this kind have any idea of the truth; namely, that the 
decision of questions arising amongst partners is really im- 
practicable. 

546. Do not they know that one partner may rob the other, 
without any possibility of his obtaining redress ? — The fact is 
80 ; but whether they know it I cannot undertake to say. 

547. Chairman.^ The upshot of your evidence relative to these 
difficulties attending the decision of disputes between partners 
appears to be, that it amounts to an absolute denial of equity 
and justice to persons of that class who may wish to associate 
togjBtber for such purposes? — It is so, certainly. It leaves 
them all at the mercy of each other. 

548. So that putting aside the question of limited liability, 
the difficulty of settling disputes between partners by going to 
the Court of Chancery is such as almost to deter any sane 
man from ever thinking of entering into partnership ? — ^Tbat 
is so as to large partnerships — partnerships of many. 

549. Is not that injustice to the middle apd humble classes ? 
'—I say great injustice. 

550. Mr. T. Egerton.] Under such circumstances, is it right 
in the Legislature to give power to parties amongst the middle 
^nd humbler classes to rush into this mass of injustice?— 

Certainly 
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Certainly there are two difficulties to contend with ; the B. O. C. 

danger of being involved in the loss of everything they have. Fane, £8q. 

and the danger of being robbed by their companions. "TT 

551. Yet I understood you in the former part of your e?i- ^Is^iJ 
denee to state, that you conceived that enormous advantages 

would be likely to arise to the middle classes from this pro- 
posed change in the law? — I still think that on the whole the 
balance of advantage is on the side of the views that I take ; 
but the difficulty of getting partnership questions properly 
disposed of is by no means insuperable, and as we have bad 
a great number of promises of law reform, though not very 
satisfactory performances, I do not despair of seeing easy 
means suggested for settling partnership questions. My 
opinion is, that if there is one thing more easy than another, 
it is the settlement of partnership questions, and for the 
simple reason that everything which is done in a partnership 
is entered in the books ; the evidence is therefore at hand ; if 
therefore a rational mode of proceeding were once adopted, 
the difficulty would altogether vanish. 

552. Would it not be wise before you rush into this sea of 
difficulties to make some change in the law, whereby the set* 
tlement of disputes in partnership would be rendered more 
ea8y?-r*I should call. that putting the cart before the horse, 
because, after all, although you are exposed in these under* 
takings to the evil of being robbed by others with ipnpunity, 
yet practically the thing does not often happen ; and I believe 
that the advantage to the community (to use my former ex- 
pression) of encouraging the marriage between capital and 
industry is so great, that on the whole, I am inclined to the 
change as a question of policy. 

553. Would not it b6 better in undertaking that system of 
marriage to be rather cautious, and to do it by means, say of 
charters at small expense, rather than at once to rush into a 
great change in the law ? — The moment you use the expres- 
sion, ^* charters at small expense," you create doubts in mv 
mind, because I have not seen such things ; but if such 
things actually do exist, and if a person who had a disposition 
to encourage this connexion between industry and capital 
had the issuing of those charters, and the charters were 
issued at a moderate expense, then of course it would almost 
be producing the same result as that which I wish to produce 
by an alteration of the law. 

554. Would not that plan also have a still better effect in 
this respect, that it would be in the power of the persons who 
granted the charters, not to grant them in the case of any 

0.51, F 4 undue 
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R. G. C. undue or unwise speculations on the part of the persons 

Fane^^q. applying ? — I do not like inquiring into the wisdom of a specu- 

sTMay lation in granting a charter; I think those are matters in 

i8^i, ivhich each individual, grown to full age, ought to be at liberty 

to judge for himself. The wisdom of our private transactions 

is an affair as to which each of us must judge according to 

the lights that God has given us. 

555- Mr. J. A. Smith.'] But is not a large waste of public 
capital a national evil ? — I do not think that capital is ever 
wasted, except it is in the construction of things that are of no 
use to anybody. 

556. Mr. T. Egerton.'l To take the instance which you 
gave in a former part of your evidence, when you referred to 
the employment of large sums of English capital in South 
American and other schemes, what benefit has the employ- 
ment of that capital in those schemes and speculations done 
either to the individuals themselves or to the country at large I 
— ^They were, for the most part, a total loss of everything to 
England, and that is what I regret. I regret that the money 
of the industrious people of England should have been sent to 
enrich some of tl^e States of North America, and all the States 
of South America, and Spain, and some other countries, and 
which was all thrown away so far as concerned England. Had 
that money been spent in England upon the construction of 
railways, even if the railways had produced no benefit to the 
individual subscribers, in , consequence of their having been 
greatly deceived, still that expenditure would have been very 
advantageous to the people of England, and to the landowners, 
whom the railways would have considerably enriched; the 
persons concerned in getting up the railways living in England 
would have been considerably enriched, and the railways them- 
selves would have been great sources of public prosperity, 
because every one knows that facility of communication, 
whether it is by water, by railway, or by road, is a source of 
public wealth. 

557. Take the case of railway schemes which were ori- 
ginated at the time of the great speculation, and which are at 
the present moment in the course of being wound up under 
Act of Parliament ; what benefit would railways which could 
never be supported have done, either to the landowners 
through whose estates they were to pass, or to the country at 
large ? — The practical result would have been that the money 
would have gone out of one Englishman's pocket into another 
Englishman's pocket. Under the system which I so much 
regret, the money went out pf the Epglishnian's into the 

'5forib 
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North American's, or the South American's, or the Spaniard's R. g. C. 

pocket. ^^^* Esq. 

558. What would be the advantage to the people at large rZT 
from undertakings of that kind ? — I admit that there would 1851?^ 
have been no advantage in those foolish enterprises to any- 
body; it would have been merely money going out of one 

man's pocket into another man's pocket; but it is to be 
remembered that, in speculations, the foolish ones are the 
exception. 

559. Yet I understand that you prefer people having the 
power of unlimited disposal of their own money rather than 
to allow the Government, or any other body, to have some 
degree of supervision by the granting of a charter ? — I do, on 
the ground that I think that persons of the age of 21, who 
are supposed, by the law, to have arrived at years of discretion, 
are better judges of what concerns themselves than any mem- 
ber of the Government can be. 

560. Mr. Sotheron.'] You would not object to the gerans, 
whether one or more, incurring unlimited liability, as at pre- 
sent ? — Not at all. 

561. But you think that it would be a good thing that 
there should be in England the power of. laying out money 
in commandite, as in France, by parties who have no share 
whatever in the actual carrying on of the business ? — Yes, I 
think so. 

562. Mr. J. A. Smith.] Should you be disposed to impose 
any limit to the number of partners under such an arrange* 
ment r — I should not myself. 

563. Mr. Sotheron.] Have you ever considered whether, 
in truth, without altering the law of partnership, which, in a 
country like England, is rather a, riskful thing, you might not 
gain all the advantages that you would wish by the substitution 
of the law of commandite, so as to allow sums of money to be 
lent in the nature of a loan, and only altering the law so far 
as that, instead of interest, the parties advancing the money 
might be entitled to a share of the profits ? — ^That is, in sub- 
stance, what I wish ; and the way in which I should arrive at 
that conclusion would be by saying, that he who does not 
announce his name to the public is not responsible to the 
public* He who comes in upon the terms that I speak of is 
responsible, of course, as between himself and his partners ; 
he has disclosed himself to his partners, but he has not dis- 
closed himself to the public. If a creditor of the partner- 
ship is not paid by the firm, that creditor of the partnership 
ou^ht to have pow^r to tnak^ the firm bankrupt, and under 

the 
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j{. Q^ C^ the bankruptcy of the firm you would inquire what was the 

Fane^ Esq. sum which the individual alluded to bad agreed to contribute; 

— — and he would, under the bankruptcy, be forced to produce 

^Is^i^ that sum, which would be part of the fund for distribution, 

' * 564. Persons lending money in commandite may be likened 

to sleeping partners ? — ^i es. 

565. That is to say, many of their names are unknown, 
except as parties who are liable for such an amount, and do 
not choose to subscribe more ? — Yes. 

566. The advantages of that plan are these, that persons 
are induced to lend money upon the coadition of sharing the 
profit or loss ; but in case of the bankruptcy of the concern, 
they are not creditors, and they take only after all the creditors 
are paid ? — Yes. 

567. Why should we not arrive at those advantages (which 
I presume are undeniable) without altering the general law of 
the country, if only by Act of Parliament the single point can 
be secured, that it shall be lawful for parties to lend money to 
some business to be carried on, sharing the profit and loss, but 
not being liable beyond the amount which they lend, and also 
not having a claim as creditors? — That is commandite^ ia 
truth. 

568. By allowing those two points, should we not gain all 
the advantages without interfering with the law of partnership? 
— Certainly not without interfering with the law of partner- 
ship, because that would be interfering with the law of part- 
nership ; the eflect of it would be, to make a person who bad 
the name of a creditor be in truth a commandite partner. 

569. Mr. J. A. Smith.] As you have seen so much of the 
efiect of the speculative spirit of English enterprise, I wish to 
ask you whether you think it desirable, in reference to the 
general accumulation of capital in this country, to tempt mode* 
rate investments by the chance or hope of large profits rather 
than by the certainty of recovery and safety against risk ?— In 
answering that question I must fall back upon the principle 
to which I have already alluded, that every person arrived at 
years of discretion ought to be left to manage his own affairs 
in his own way. The question is, whether a person should 
part with bis money as a loan at interest, or whether he should 
part with it as a contribution, subject to the risks of a partner- 
ship, the risk not to exceed the capital contributed. I think 
that as to such a point as that, every man in the community 
ought to be at liberty to judge for himself. 

570. Is there no limitation to that principle in your opinion? 
— None whatever. 

571- Do 
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571. Do you conceive that the same accumulations which r. q. c. 
have been made by depositors in savings banks would have Pane, Esq. 
been ensured if they had not had those means offered to them ? «r^ 
— I think they should have those means offered to them, but 1851, 
that they should be left to judge for themselves whether they 

will deposit their money in the savings bank or risk it in a shop 
in the village. 

572. Chairman.'] Vou think that it is the duty of the Govern- 
ment to prevent fraud, and that in proportion as people are 
ignorant and humble, in that proportion they should be protected 
against fraud ; but you would give them, subject to the pre- 
vention of fraud, the power of investing their money in any 
way tliey think fit ? — Certainly ; the only objection that I should 
make to that question is to the use of the word " Government ;" 
I look upon it not as a matter of government to prevent fraud, 
but as a matter of law, and that if your law institutions are 
good they will produce that result. Fraud is very insufiiciently 
punished. 

William Cotton^ Esq., called in ; and Examined. 

573. ChairmanJ] YOU have been Governor of the Bank, and W. Cotton^ 
have long been well known in this great city as being well ^^\ 
acquainted with the commercial and monetary affairs of this 
country ; you are aware of the subject which the Committee 
are inquiring about? — I am. 

574. "Will you have the goodness to give the Committee 
your opinion, in the first instance, as to whether it would be 
politic or the reverse to introduce into this country, concur- 
rently with the present law of partnership, and under such 
safeguards as experience and intelligence might dictate, a law 
of limited liability, as it exists on the Continent or in the United 
States, and with such regulations as may be deemed advisable ? 
— I am of opinion that it is not desirable to introduce that law 
either in the present state of the law of partnership, or even 
supposing that some alteration, which it is of importance to 
make, in the law of partnership should be adopted. It appears 
to me . that the difficulties and distresses in the commercial 
world have not arisen from the want of capital, but rather 
from the noisapplication of capital ; I have scarcely known an 
instance in which parties without experience have commenced 
business with a large capital and that capital has not in a very 
few years been lost. 

575. Ifou are aware, no doubts that in some countries on 
the Continent, as well as in some portions of the United States 

of 
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W. Cotion^ of America, this law of commandite^ or limited liability, has 
^^' been thought to work advantageously ? — ^I have understood 
ay May ^^» ®^^ ^^^^ ^^ h®8 '^G®" thought to work advantageously 
1851. in America* I believe that it may be advantageous to collect 
capital together for a specific object in a new country where 
capital is extremely valuable, and wher^ the rate of interest is 
high ; but I doubt very much if, on the whole, the law has 
worked advantageously to America. It may have worked 
effectually to the forward movement, but I do not think it 
has worked advantageously with regard to those who have 
had dealings with Americans. I draw a broad distinction 
between tlie advantage of limited liability to the man who 
is trading, and the advantage to the community. A creditor 
may suffer very severely from the limitation which is put to 
the responsibility of a person engaged in trade, and it may 
produce very serious loss to the community. 

576. The point you mention is, no doubt, a most important 
one. You think that although it is possible that it may work 
adva'ntageously to the parties advancing capital, it is likely to 
produce fraud and loss as regards other parties dealing with 
them ? — I think so; I think that is one of the great objections 
to the introduction of the law of commandite in this country, 
It would induce parties to advance their money without due 
caution for speculative schemes and speculative business, which, 
although in some cases generally successful, would ultimately 
be found detrimental to the fair trader and to men who con- 
duct their business with prudence and discretion. 

577. You think that the penalty put upon them of the pos- 
sible loss of their whole fortune, if they advance capital in 
schemes of commercial or manufacturing industry, is advan- 
tageous to the community, as inducing a degree of caution 
and forethought which would not otherwise exist ? — I think 
so ; there are many cases within my own knowledge where 
the partv who having advanced capital has not felt sufficient 
interest m the conduct of the concern to take care that it is 
properly managed, has inevitably found the adventure end in 
loss. 

578. Do you think that the same principles you have spoken 
of, which may be applicable to large sums of money in the 
hands of great capitalists, are equally applicable to smaller 
sums of a moderate amount, say from 200/. up to 2,000/., in 
the hands of the middle classes? — I think the principle of 
limited liability would do great mischief among the middle 
classes. I derive my experience from the fact that almost all 
servants, and that class of people^ whp have accumulated 

small. 
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small capitals, lose their money by advancing it in various W^. Cotton, 
kinds of business and speculation, and if there was an impres* ^^' 
sion that when they advanced their money on any business ^^ j^^^ 
or speculation they could only lose what they put in, they 1851. 
would be more reckless in advancing their money to their 
friends than they are at present. I believe that the inde- 
pendence of that class of people would be very much destroyed 
if they were encouraged to advance their money without look- 
ing after it themselves. 

579. You used the word "servants"; the class I am 
speaking of are people having *200,l. to 2,000 Z., people above 
the class of servants ? — I mention servants as a class of per- 
sons who are very apt to trust their money to others, and not 
to look after it themselves, and nine times out of ten it ends 
iu total loss. I think that such a system of law would be 
giving facility to scheming persons to obtain those sums of 
200/. or 2,000/., the loss of which would be serious to the 
parties themselves who advance them ; it would be an encou- 
ragement to parties to advance their money on hazardous 
speculations. I think it would be particularly the case with 
women, who, under the idea of getting a little more interest or 
profit, would be induced to advance 200 Z. or 300/. upon 
some speculative object, when if they were responsible to the 
full amount of their property they would be cautious in 
doing so. 

580. Women are rather liable to be deceived in many 
ways? — I am afraid they are. I believe they have been more 
deceived with regard to railw^ays, mines, joint stock banks, 
and a variety of other things, than we are aware of. 

581. Mr. J. A. Smith.} Do not you find a remarkable 
illustration of the truth of your opinion in the operation of 
schemes for railways, mines and joint stock banks? — Cer- 
tainly ; the practice of advancing sums of money, in order to 
obtain a larger rate of interest, without the slightest evidence 
of security, has been a cause of great ruin, and no individual, 
in my judgment, is ruined without injury to the country. 

582. Chairman.'] Do you think that at present, under exist- 
ing circumstances, there is not considerable difficulty in getting 
fair and safe investments for the middle classes in this country. 
The question does not refer to the working classes, but to the 
middle classes, parties having from 500/. to 2,000 /.? — I do 
not think there is any difficulty in their obtaining safe invest- 
ments at a reasonable rate of profit. The great evil is, that 
persons are looking for more than a reasonable rate of ^ profit, 
and if they do that, if they are avaricious (I use the term not 

ia 
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IV. Caton, in an offensive sense), if they are desirous of obtaining more 

Esq. than a reasonable rate of profit they must be likely to incur 

a-TMav ^®^y serious loss. Therq are various ways in which persons 

1851. having a few hundred pounds, who are disposed to look after 

their property, can invest it ; many of them buy houses, and 

look after them and collect the rents from the tenants regularly, 

and get extremely good interest in that way ; others engage 

in a variety of things of that sort ; but it does not appear to me 

that it would be at all desirable for them to advance their 

money to a small joint stock company, over which they would 

have no control, and with the proceedings of which they would 

not be sufficiently cognizant. 

583. Take the case of a company instituted for some useful 
purpose, headed by parties who are known, by their prudence 
and their acquaintance with the vicinity, for establishing water- 
works, or anything of that kind, which may be of use to the 
neighbourhood ; do not you think that it is important to en- 
courage the establishment of such companies for such useful 
purposes, under the circumstances described, by giving to the 
parties limited liability ? — I do not think that, if there was a 
fair probability of the project answering, they would be deter- 
red from making advances by their unlimited liability. If it 
was a speculative company, it might be so, but an advance of 
money for a permanent work, bears nothing of that character; 
the amount required is or ought to be known ; and if the par- 
ties were liable to be called upon to pay even one-half more, 
still their liability is only to that extent. With regard to 
waterworks or gasworks, or anything of that sort, they do not 
partake of that speculative character which involves persons 
in any serious liability ; at least, I am not aware of any case 
where persons have advanced their money for waterworks or 
gasworks, or any object of that sort, who have lost more than 
the money they originally advanced. 

584. You think that the present state of the law has not 
had much effect in that respect ? — I think it has hot ; I think 
the great inducement of people to advance their money in 
these ways, is to get a higher rate of interest than they can 
in the funds. 

585. Mr* J. A. Smith.'] Do you believe that, generally speak- 
ing, in this country any enterprise of a local or other description, 
headed by respectable men, and promising a fair rate of profit^ 
is stopped by the want of capital ? — I believe that it is stopped 
by want of capital, only when it does not hold out any 
certainty as to a profitable result. There are many specula* 

tions 
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tions upon which a great deal more capital is advanced than fV. Cotton^ 

ought to be advanced. ^^^' 

586. Chairman.] Da you think that the existing laws of ^^ |^j 
this country give equally fair play to parties of small capitals J851. 
and moderate capitals, as to great capitalists of large accumu- 
lated wealth ? — I think they do, because there are hardly any 

joint stock companies in which a party may not if he likes 
bay a small share. Although advantages, under particular 
circumstances, might result to some parties from a proposed 
change in the law, I believe that the mischief which would 
result would be infinitely greater than any advantage, and that 
great frauds would be committed by those who would pro- 
ject a variety of companies, promising great advantages, and 
who would induce many persons to advance their money upon 
speculative undertakings. 

587. Are not you aware that in many of the country towns 
and rural districts of England, parties at present having 
moderate sums, from 200/. to 1,000 Z., find great difiiculties in 
investing that money, and consequently lend it to the country 
bankers at 2 J or 3 percent, and that the country banker 
sends it up as a credit to his London banker, which keeps the 
rate of interest low in London, at the expense of the man of 
moderate capital in the country? — I do not think that has 
any pernaanent control over the rate of interest. The rate of 
interest is governed by different circumstances, and not from 
parties lending their money to a country banker. If the par- 
ties could employ their money with more profit they would 
do so. I think it is hardly possible for any mechanism either 
to keep up the rate of interest or to diminish it. The rate of 
interest will depend upon the capital which is at command, 
and the demand for it. 

588. If those parties who have formed a moderate capital 
in the country are prevented by the law from investing their 
capital in any other way, and are therefore compelled to 
invest it at a low rate of interest with the country banker, 
who sends it up to his London correspondent, will not that 
have the effect artificially of so far diminishing the profit of 
small holders of capital in the country ? — If there was any 
legal restraint upon parties not to employ their money except 
by placing it in the hands of the country banker, unques-* 
tionably that would be the case. But I conceive that there 
is no legal restraint to prevent a man employing his capital in 
the country in various useful ways. The only question is 
whether any other way in which he proposes to invest it will 
yield him a better rate of interest than what he gets from the 

country 
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fV. Cotton, country banker. The country banker lends the money to 
sEsq. other parties, at rather a higher rate of interest, to be em- 

■ ployed in useful occupations, in trade or agriculture, or on 

^JgMay buildings or mortgages. 

589. Do you think that a moderate capitalist, a man with 
from 500/. to 1,000/., has equally fair play by our law of 
unlimited liability with a man who has a very large capital, and 
can carry on a large enterprise in combination with two or 
three others, whereas the smaller capitalist requires a consi- 
derable number of others to do the same thing, and has not 
the same facilities, by reason of the law of unlimited liability, 
and the present state of the law of partnership, which affords 
no practical method of deciding disputes between partners ?— 
i believe that the result of such combinations amongst parties 
would be almost certain loss ; they would be subject to such 
severe losses by having the means of forming those small 
joint stock companies, to be under the management of one or 
two individuals, that the injury which would result would be 
infinitely greater than any benefit which they could derive 
from this employment of their capital. 

590. You do not think that they might be left to their own 
prudence and discretion to select their own managers from 
their knowledge of the intelligence, experience, and integrity 
of the persons whom they might so choose ? — I think it is 
not possible for them to have a sufficient knowledge either of 
their intelligence or of their experience, to be competent 
judges whether their money can be safely entrusted to thera. 
We have had so many instances of late where persons, who 
were thought to be of the highest possible respectability, have 
turned out to be otherwise, that it is hardly possible for those 

()arties, possessing the limited capital alluded to, and more 
imited information, to form a fair judgment whether their 
money can be safely entrusted to them. 

591. You think, therefore, that the present difficulties sur- 
rounding any such combination of capital form a sort of safe- 
guard to prevent persons getting into mischief? — I think it is 
a very necessary safeguard, unless we had a great deal more 
intelligence among the general mass of the people. It is a 
very important safeguard, not against the employment of ca- 
pital, but against speculative schemes which parties may hold 
out to induce others to believe that, by intrusting their money 
to them, they would be enabled to employ it to more advan- 
tage than they can employ it themselves. 

592. You have been Governor of the Bank for some time? 
— 1 was, for three years, Governor of the Bank. 

593. I believe 
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5g$. I believe that is one of the richest corporations in W. Cottm^ 
Europe, is it not ? — It is one of the richest, I believe. • Esq. 

594. In which rich men combine their capital? — And poor "^ 
men too. 

595. What is the smallest amount of stock which is held ? — 
I believe a man may hold 1 /. if he likes ; he cannot vote with 
less stock than 500 /. The stamp and charge of transfer of 
95., on any amount under 25/., and \2s. Qd. above that 
amount of stock, is the only unequal pressure. 

596. Are votes given in proportion to the amount of stock 
held ? — No proprietor in the Bank has more than one vote ; if 
he has 100,000/. stock he has only one vote. 

597. You do not think that with increased intelligence and 
education spreading themselves throughout the country it would 
be practicable to have corporations or combinations of smaller 
capitals, governed somewhat in the same way in which you 
have so successfully governed yours ? — I think not ; I think it 
is hardly practicable to make such rules and regulations as 
would prevent those small corporations all over the country 
from being rather mischievous than advantageous. Parties 
manage their own affairs and their own property much better 
than they could be managed for them by small corporations. 

598. ify tl)erefore, it should be proved that such corpo- 
rations for local enterprises and local investments have worked 
successfully in any of the towns of the North American States, 
you would think that that was owing to some essential dif- 
ference probably between that country and this ? — I think it is 
very probable that in a small town where people are all known 
one to another there might be an advantage in those little cor- 
poratioQS which would not exist in England ; nor do I think 
it is likely that the same frauds would be practised there by 
people setting up a variety of schemes to induce parties to 
contribute their portions of capital which I fear would result 
from the establishment of small corporations all over England. 

599. If such towns should turn out to be New York -and 
Boston, with 300,000 people in the one, and 150,000 in the 
other, and that system works well there, you would probably 
be surprised at that result? — I should not be surprised ; I do 
not think they would work so badly in our large towns here as 
they would in our smaller towns. It is in our smaller towns 
that the greatest frauds would be practised. 

600. Mr. J, J. Smith. 1 Would you see any objection to a 
modification of the existing law of usury, permitting persons 
to lend money at a rate of interest to vary according to the 
rate of profit they were to receive ? — I should see very much 

0.51. G less 
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W. Cotton, less objection to that ; indeed, I do not know that I should 
^^' see any objection to such an arrangement, as every restraint 

fl7 May • ^P^"^ ^^^ "^ ^^ money is undesirable. 
1851. * 601. Mr. Heald.] You said that you scarcely ever knew a 
party commence business with a large capital, the issue of 
which was not the loss of it ? — I have known a great many 
persons commence business with large capitals, and in almost 
every case that capital has been lost. The only safe course is 
for a man to begin with a small capital, and to gain his ex- 
perience upon that small capital. 

60a. Does not the same observation apply upon a smaller 
scale to servants and artisans, and that class of people, that 
they have not the means in the first place of obtaining the 
requisite knowledge, and consequently refer to others in the 
place of their own self-application ? — 1 es ; they depend upon 
others mainly, which I think is a great misfortune. They 
depend upon the opinion which they form of the people who 
have the management of the concern. That dependence and 
confidence has been very much shaken by the improper conduct 
of many public concerns which have been established in this 
country, particularly railways, where the names of parties have 
been given as the directors, who either have not given their 
attention to the business, or have deceived the public. Although 
public confidence has thus been a good deal sliaken, most people 
still only look at the names of the parties at the head of the 
concern, without attempting to form any opinion on the grounds 
for success. 

603. As this Committee is specially appointed to see whether 
it can suggiest any means of improving the condition of native 
talent, which is not accompanied with property sufficient to 
develop it, and to bring it into action for its own benefit, caa 
you suggest to the Committee any mode of altering the existing 
law, which would afford better means of development to native 
talent in obscure circumstances? — I have formed a very 
different opinion with regard to the condition of native talent. 
I believe there is no really valuable discovery which a person 
cannot find money to follow up. Of those difierent projects 
and inventions which have been formed, not one in ten is of 
practical utility. If you inquire into the patents which are 
taken out, you will find that the number of thos^ which really 
are of any value, is very small. If they are of any value there 
is no difficulty in getting parties to undertake them. 



Mr. 
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Mr. Francis Carnac Brown, called in ; and Examined, 

604. Chairman.] YOU have been acquainted with the Mr. 
working of the law of commandite, or limited liability, abroad ? ^ ^' Sra im. 
— I turned my attention to it in France. ^^ j^^ 

605. What opportunities have you had of watching its work- 1851. 
ing in France ? — Merely as an observer. 

606. In what part of France ? — More particularly in the 
city of Nantes. 

607. Do you think that the law of commandite works well in 
France ? — From every report I have heard, I have not the 
remotest doubt of iL 

608. In what respect do you think it works advantageously? 
—It gives free scope to the exercise of every man's judgment 
and ability in the management of his pecuniary affairs. 

609. Do you think it has a tendency to encourage persons 
possessed of ability and good conduct, and industry, but who 
have not much capital of their own, by enabling others to 
entrust their capital to them ?— Undoubtedly. 

610. Will you state any other way in which you think that 
it is beneficial ? — I consider that it utilises in the best possible 
manner for the public the savings of persons of moderate 
means, who cannot themselves so utilise their savings. 

611. Have you been in other parts of France besides 
Nantes ? — I know a good deal of France. Having unfortu- 
nately for myself, had experience in joint stock companies 
here of unlimited liability, I naturally turned my attention to 
companies existing in France with limited liability, for the 
purpose of inquiring among the best informed persons I could 
meet with what their opinion was of the operation of these 
companies* 

612. Mr. J. A. Smith.] With regard to joint stock com- 
panies in France, do you think that comparing that class of 
associations in France^ with the associations in England, their 
success in France has been greater than their success in Eng* 
land ? — It would require a detailed and authentic history of 
joint stock companies, from their institution in both countries^ 
to answer that question. What I believe to be a result of 
limited liability is, that you will find a gre&ter number of per- 
sons in France that are qualified to look aft t their affairs than 
you will find in the same classes in Englar •> , from the oppor- 
tunities of education which they have in t). t particular way. 

613. Is not it the very principle of comuandite paxtnershi]^ 
that they do not enter into an examination of their own 
affairs?— Nothing of the kind ; they have managers, but they 

0.51. G 2 control 
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Mr. control the managers. The conduct of the business is subject 
F.C.Brmn. to their superintendence at stated times. 
^,rjj" , 614, But if they go even to the extent of once signing any 
1851. paper connected with the business^ does not their limited lia- 
bility cease ? — Clearly so. 

615. If they take any part, however minute, in the manage- 
ment, does not their limited liability cease ? — Not by their 
merely requiring to know what their managers are doing, and 
have done. 

61 6. But taking any part in the management, however 
minute, exposes them to unlimited liability ? — ^Theyformno 
part of the executive. The managers are the executive. 

617. They see only the results ? — Clearly. 

618. They do not take any part in the management, nor 
have they any knowledge or cognizance of the details ?~My 
impression is that they exercise the same vigilance over their 
girans or managers that the partners in a joint stock conapany 
in England exercise over their directors ; they can call their 
ghans to account, as partners in a joint stock company can call 
their directors to account, and require to know what these have 
done, and why they have done it. 

619. They do not gain more experience than shareholders 
in joint stock companies in England ? — No. 

620. Then what advantage have those classes in France 
over similar classes in England as to intelligence ? — The popu- 

< lation generally have the advantage of deciding for themselves 
upon every undertaking that comes before them whether, and 
to what extent, they choose to embark in it, which is in my 
opinion an immeasurable advantage in the self-education of 
the people. 

621. What is the difference between the people of France 
and the people of England in respect of this matter, and 
wherein consists the advantage which you allude to on the 
part of France? — The advantage seems to me perfectly 
obvious, inasmuch as there is no scheme which can be pre- 
sented to a Frenchman which he cannot weigh and consider, 
and if he chooses to invest 100/. or 1,000/. in it, he has a right 
to do so without incurring any further liability or loss than 
that. In the case of an Englishman, if such a schen>e be 
presented to him, and he is disposed to entertain it, he is at 
once arrested by this, that his liability and loss are not limited 
to his 100/. or his '^,000/., which he may be very willing to 
risk, but the whole of his fortune becomes perilled. The con* 
sequence is, that with a vast number of persons everything like 
a scheme approaching to partnerihip is rejected from their 

consideration 
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consideration altogether ; they have not, therefore, the oppor- Mr. 

tunity of being educated in the consideration of pecuniary •^•C'. Brotu^* 

investments which might prove both judicious and profitable. • ^ 

622. Do you think that commercial habits and com- 1851. 
inercial credit of the higher and more respectable class, are 

more general in France than they are in England ? — No, I 
do not, for the reason, that for this oHe advantage of limited 
liability which France possesses over England, that country is 
beset with numerous fiscal obstacles which are destructive to 
commercial habits and commercial credit amongst any people. 

623. Then, will you explain a little more your former 
answer? — We are speaking probably of different classes, or 
we are looking at the subject in different points of view. 
I am speaking of the nation generally ; you are limiting your 
question to the commercial classes only. Now, from the ob- 
servations I have made in France, 1 should say that there are 
a greater number of persons among the middle and lower 
classes wljo are well qualified to form a sound opinion on a 
question of investment than you will find here ; and I attri- 
bute it to this : that there is no scheme that can be presented 
to them that they have not a right to discuss, and to consider 
whether they shall embark in it or not to such extent as they 
deem prudent and profitable. 

624. You were understood to state that you have been a 
sufferer by the law of unlimited liability here ? — I have. 
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William HaweSy £lsq., called in ; and Examined. 

625. Chairman.] YOU have been largely engaged in trad* W.Hat^eii 
ing transactions in the City of London ? — ^YeSi ^^' 

626. Has your attention been directed at all to the law of 3 June 18511 
partnership ? —Yes, recently. 

0.51. G 3 627. You 
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tV. HaweSf 627. You are aware that in this country^ by the existing 
^•q- law of partnership, every partner is liable to the whole amount 
3 June 1851. o^his property if he enters into any partnership? — ^Yes. 

628. In the several countries of the Continent, and in the 
United States of America, a law of partneri^ip prevails, con- 
currently with our law of partnership, of limited liability ?— 
Yes. 

629. It is called in France by the name of commandite}^ 
Yes. 

r 630. The Committee are informed that the same law pre- 

vails in the New England States ? — ^Yes, in 20 out of 30 
States. 

631. A society with which you are ccmnected, coosisthig of 
traders and capitalists, have been making investigations re- 
specting the law of partnership, and have sent out queries to 
different countries ? — Yes. 

632. With respect to those queries which bear on the sub- 
ject which the Committee are now inquirmg into, of commm- 
dite partnerships and limited liability, which are the 9th, 10th, 
11th and 12th questions, the answers to those queries coining 
from Holland and the United States appear generally to be 
favourable to the limited liability ? — ^Yes, I think they are, 
though the evidence is not so decided from France, where 
there has been the greatest experience, and it is a fact of 
importance that out of 6,864 partnerships in 1846, 1847, ^"^ 
1848, only 1,156 were en commandite. Of course you are 
aware that a very different law of debtor and creditor pre- 
vails in those countries, and that, except under a special 
arrangement with creditors, the future acquired property of 
debtors is always liable to the payment of older debts. 

633. Do you think that the introduction of such a law here, 
with proper regulations to prevent fraud and to insure fair 
play, would be sale, or are you of a contrary opinion ? — That 
is a very wide question. I should like ta know what you 
mean by " additional regulations to secure fair play.*' 

634. If, for instance, the stringent regulations which are in- 
troduced in the New England States were introduced into 
this country, namely, the regulation of registration, that the 

^ capital should be paid up^ and that the liability should not 
extend beyond the amount of capital paid up, do you think 
those regulations would be sufficient, or wbat others would you 
suggest? — Certainly they would not be sufficient, with our 
law of debtor and creditor. 

635. What improvements would you suggest in the law of 
debtor and creditor n this country, supposing such an altera- 
tion 
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tion was introduced here ? — The regulations which you have W. Haines, 
referred to do not affect the result of commandite partnerships. ^^1- 
Registration (which is the first you mentioned) and the pay- J^^7^8^l 
ment of the capital, do not affect the conduct or the results of 
commandite partnerships. 

636. The payment of the capital insures the capital ? — I do 
not see that that is insured by the American law in any way. 
It is true the law requires that a certificate be given of its pay- 
ment, but there is no evidence given of its conditions being 
complied with. 

637. Then what regulations would you suggest, in order to 
make it more secure ? — That is assuming I approve of the 
system. I must guard myself by saying that I cannot approve 
of the principle of commandite as an abstract proposition. That 
a man should trade and obtain profits and throw his losses 
upon other and innocent parties, appears to me to be tho- 
roughly unsound. 

638. Do you think that because a man trades and obtains 
profits to a certain amount, therefore he should be liable to 
indefinite losses, or that there might not be a mode devised 
by which he should be liable to certain losses only? — You say 
if he trades and receives only certain definite profits, that is 
not the law in France or America ; and when you speak of 
indefinite losses, you must not forget that such losses, what- 
ever they may amount to, are the result of the misemployment 
either of his credit or capital by himself or his agents. . 

639. You are aware that in France the partners are liable 
to pay the profits back again ? — Only in the case of fraud 
being proved, and the fraud being criminal fraud, and not 
commercial fraud. The distinction between the two is this, 
there are certain classes of fraud which are treated by the 
Tribunals of Commerce, and there are certain other classes of 

fraud which are at once transferred to the Tribunankv Correc- ^ 

tionnelles. 

640. You are aware that the repeal of the Usury Laws has 
enabled the lender of money to charge any rate of interest 
upon loans now ? — Yes, upon bills at 1 2 months' date, or for 
any other period, so that the loans are not secured upon real 
property. . 

041. Mr. J. A. Smith.} Or for any shorter period? — Yes. 

642. Chairman.] But under the partnership law, the 
smallest participation by a party makes him liable completely ? 
—Yes,. 

643. Is there not some partiality in such a state of the law ? 
— Yes, very great. 

0.51. *4 644- Do 
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^. HatoeSi 644. Do not you think it ought to be altered in some way ? 

Esq. _I do. 

3June785i. ^^5' ^^^^ alterations would you suggest? — That is a 

complex and very difficult question, because we cannot suggest 
an alteration in the law of partnership without first considering 
its bearing upon our law of debtor and creditor ; upon the 
proper punishment for fraud ; upon the difficulty of proving 
commercial frauds which now occur, and more especially those 
which may be called into existence by so important a change 
as that now proposed in the law of partnership. 

646. You would not be willing to re-enact the Usury Laws ? 
— No. 

647. Mr. J. A. Smith.] Should you see any objection to 
an alteration of the Usury Laws, permitting persons to make 
loans to persons in business at a rate of interest varying with 
the rate of profit? — That would be, practically speaking, 
commandite^ with this difference, that the party making the 
loan in that way would always prove for the amount of his 
loan against the estate in case of failure ; you would have the 
fluctuating and the increased rate of interest without the 
advantage which commandite gives to the general body of 
creditors. 

648. But there would be the absence of all undue credit 
on the part of the borrowers wjth the public ? — The credit of 
the public depends upon a trader's reputed capital, and upon 
the manner in which he attends to and conducts his business; 
the public have no means of inquiring how he gets, or what rate 
of interest he pays for his dapital. 

649. Do not you think that credit has a good deal, in this 
country, to do with conduct and knowledge of thp business 
in which a man is engaged ?— No doubt it has a ^reat deal to 
do with it, but less I fear than it had some years since. 

650. Chairman.^ If the commandite partners were made 
answerable for the acts of their gSrans^ or persons who man- 
aged, do not you think they would be likely to select and 
choose a man of ability and intelligence ? — ^Yes. 

651. They would be liable to a certain amount? — At pre- 
sent, under the French and American laws, a creditor taking 
any part becomes a partner in solido. 

652. And they would have the power of selecting a party; 
do you not think they would be likely to select a partner of 
intelligence ? — No doubt they would do their best to do so. 

653. Without entering minutely into the point of limited 
liability, do you not think that the existing laws of partnership 

■^ whereby no partner, the middle classes or any other, can put 

one 
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one farthing into a partnership without being liable to their W. Haws, 
last acre and their last pound, has the effect of giving a great ^^' 
advantage to great capitalists as compared with smaller capi- ja^e 1851. 
talistSy and to prevent that combination of capitals which 
might otherwise take place, supposing some mode could be 
devised by which they could safely combine their capitals for 
useful undertakings ? — I cannot say that I think it does ; I 
think that in most cases the middle classes are much the most 
prudent, and that the loss to them of ail their property is as 
serious as to more wealthy persons; I believe the middle 
classes are the most prudent and the most cautious of any 
class. I think the laws of partnership, as they at present 
exist, are quite as injurious to them as to the more wealthy. 

654. If the middle classes are, as you justly say perhaps, 
as cautious, or more cautious, or more prudent than any other 
class, is it not likely that a law which says, If you put in a 
small amount of your capital you shall be liable to the whole, 
will deter that prudent class from having anything to do with 
an investment which renders them liable to such a great con- 
tingency ? — I think, as you put the proposition, especially in 
respect of those unaccustomed to trade, I must answer ^^ Yes ;'' 
but then I must add, that I think if persons are allowed to 
trade, or to become partners in commercial houses, without 
being responsible for the losses incidental thereto^ you will 
raise another class of evils, which may do as much injury to 
trade, and to the middle classes especially, as the one you are 
endeavouring to remedy. 

655. You think that advantages might arise on the one 
hand, and that evils might arise on the other ? —Undoubtedly 
there would be advantages ; but I think that, without great 
care, the evils would overbalance the advantages. 

656. Mr. J. A. Smith.'] Will you state distinctly whether 
you admit the justice of the Chairman's views, that the pre- 
sent law of partnership acts unfairly to the man with small 
capital, as compared with the man of large capital ? — No, I 
do not. 

657. Chairman.'] Do not you think that there -is a great 
number of enterprises, requiring considerable amount of capital 
to carry them out, which must be monopolies in the hands of 
large capitalists, unless you allow the combination of medium 
capitalists to come into the market in some way or the other ? 
— I do not see, taking a practical view of the operation of our 
law of partnership, that result. 

658. Suppose, for instance, that to carry out a certain 
enterprise a sum of 20,dbo /. is requisite ?— Will you be kind 

enough 
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W. Hmoes, enough to name the kind of enterprise, because it all depe&ds 

^ on that ? 
3 June 1851. ^59* Supposing, for instance^ it required a sum of 20,000;. 

to carry out certwn waterworks, which were likely to yield a 
good investmenti do not you think the laws of partnership 
give a facility to a man with 20,000 /•» or to two men with 
10,000/. each, much more than they do to a number of men 
with 500/. to 1,000/. r — Of course if two men, having 10,000/. 
each, are willing to expend 20,000/. in the erection of water- 
works, they will construct and work them more economically 
than a number of men with 500/. each ; but I think if the 
enterprise was likely to yield 10 per cent, profit you would 
find ^enty of parties with five hundreds willing to take the risk 
of a partnership. 

660. With the unlimited liaUlity ?— Yes } but in such a case 
they would obtain k charter or an Act 

06 1. They wouM obtain a charter and Ihnited liability?— 
Clearly. 

662. Then you conceive that their obtaining a charter and 
havkig limited liability, is an advantage? — Yes, with works 
of that class, for they are not, commercially speaking, of a 
speculative character. 

663. Then do not you think that some mode by which 
parties so situated may obtain, either by charter or in some 
ottier form, limited liability for such purposes would be useless? 
— It would as regards the expense of the charter, or the 
expense of the Act, otherwise the result is the same. 

664. Are you aware that at the present time there is no mode 
t^ which any parties can obtain a charter for limited liability 
without great expense ? — There is great expense in obtaining 
it ; the expense is almost as great as obtaining an Act. 

665. Perhaps you are not aware that it is twice as great as 
an Act ? — Not in all cases. 

666. Mr. J^ ElHsi\ Suppose a charter could be obtained for 
50 /• ? — I believe it would be useful for works of that kind. 

667. Chairman.'] You are aware that charters which are now 
granted, independent of the expense, require the sanction of the 
Board of Trade, and that that sanction is not given by any 
means as a matter of course ? — ^Yes. 

668. Do not you think that some regulations to be laid 
down, which would be known beforehand by parties applying, 
for instance, regulations against fraud, and such as might be 
devised for the prevention of evil consequences, would be 
useful ? — Undoubtedly, for such purposes ; the expense on the 
one hand, and the difficulty of obUiniag a charter (and the 

same 
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same observation applies to an Act), interferes with works for ^' j^aweif 
public improvement. ^^' 

669. Mr. J. A. Smith.'] Do you conceive that charters 3 June 1851. 
ought to be granted as a matter of course ? — No ; I see na 
objection to their being granted almost indiscriminately to 

works of that kind, but I wish distinctly to mark the difference 
between such works and commercial and trading establish- 
ments. 

670. Chmrman.l You^ are aware of the great increase of 
population in great towns, and of the great demand that has 
existed upon the inhabitants, many of them of the middle and 
the humbler classes, for additional conveniences, such as gas^ 
works, waterworks, drainage, lodging^boiBses, washfaouses, and 
various other things, within the last 10 or 12 years ?--*-Yes* 

671. For such purposes you think that a facility of dbtain- 
ing charters, under due regulation, would be useful ? — Yes. 

672. Mr. Tufnell.] Supposing that under regulatwns a 
charter coi;i^id be granted at the same expense, and that some 
clear rules could be lakl down, are you of opinion that it 
would be quite sufficient facility for undertakings of this 
nature ? — Yes, for works of public utility, such as have been 
referred to by the Chairman, but not trading companies*. 

673. Mr. /. ElltsJ] It is clearly your opimon that any 
facilities offered to trading transactions, by the cheapening oif 
the obtaining a charter, or any other means, would not on the 
whole be beneficial to classes of men for whom it was intended ? 
—I wish to Urait the word ** trading," because it is open to 
two or three meanings^ By trading, I mean where the prin^ 
cipal part of the capital employed is invested in commerce or 
in speculative investments ; whereas in waterworks, in steam 
navigation companies, in baths and washhouses,. and in lodgiagr 
houses, nine-tenths or eleven-twelfths of the capital is al>so- 
lutely invested in land, buildings, or machinery. 

674. Chairman.'] Fixed capital ?-«- Fixed capital. If I 
understand the question, it is tbb : whether I think that char- 
ters conferring limited liability coiild be advantageously applied 
indiscriminately to trading companies^ 

675. Mr. J. Ellis.] That is the question?-^! think not. 

676. Mr. T. Egertim.] Are not some of the works of 
public utility to which your former answer referred, such as 
waterworks and gasworks, purposes which could hot be carried 
CD without an Act of Parliament ?— I presume the charter 
referred to by the Chairman would give the power which is 
now given by an Act of Parliament, otherwise it would be 
perfectly useless. 

677. Is 
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W. Hatoesy 677. Is it possible for any charter to confer the power of 

^^' laying down mains, either for gas or for water, through public 

3 June 1851. streets ? — I should think it is, but not to take land or houses 

compulsorily* 

678. Chairman.] Do you think that limited liability, such 
as exists in France, in Holland, and in the United States, not 
for such undertakings as I have spoken of, but for commercial 
undertakings, as, for instance, to set up a store, or to set up 
some manufactory, or purposes of that nature, would be ad- 
vantageous, or the contrary ? — I believe that the law of part- 
nership is capable of great improvement ; but whether, with 
our laws of debtor and creditor, and the satisfaction of debts 
by bankruptcy, you should at once adopt the system which 
has grown up in France, under a very strict law of debtor 
and creditor, where fraud is punished severely, and the 
debtor is never relieved from the claims of his creditors except 
under special circumstances, I have great doubt. 

679. Do you think that if we had a stringent law of debtor 
and creditor, referable to the parties having this privilege 
granted to them, in that case it might be problematical r— 
I believe it would be as impossible as undesirable to introduce 
into this country so strict a law as exists in France ; therefore 
I am obliged to look, in improvements of the law of part- 
nership, to such improvements only as can be worked with 
the feelings which exist in this country with regard to the 
punishment of commercial fraud. 

680. Then you think, on the whole, that it would not be 
advantageous to introduce the commandite law ? — I think it 
would be advantageous materially to improve our law of 
partnership ; but if you use the term '^ commandite law/' as it 
is generally understood, to express the French law, I do not 
think it would be advantageous. 

681. Do you think that any law of limited liability, which 
would give a greater facility for investments by the middle 
classes, would be advantageous, or the reverse ? — My object 
in altering the law of partnership would not be to give greater 
facility for the investment of any kind of capital, but it would 
be to increase the safety of capital which is invested. At 
present a trader who requires more capital than he possesses, 
either obtains it by discounting bills, or by temporary loans. 
If you had a system somewhat similar to commandite^ although 
not so wide as the French system, he might obtain that capital 
at a fixed or a fluctuating rate of interest, and avoid tbe 
necessity he now feels to raise money on bills, and which I 
believe often leads to serious results. Therefore I wish to see 

facilities 
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facilities for borrowing money at other than a given rate of W^* Haws^ 
interest ; but still I am not prepared to say that we should ^^ 
adopt at once the whole system of the. French law of com^ aJuoeiSsi. 
mandite. 

682. Do you think that some facility for deciding disputes 
between partners, in partnership matters, without being obliged 

to go into the Court of Chancery, might not be advisable ? — , 

There is no doubt about it. 

683. Whether for limited liability or any liability, it would 
be hi^ly advantageous? — We require great improvements of 
the* law in that respect. 

684. Is not that particular part of it an absolute denial of 
justice to all humble persons who are in partnership? — Not 
more so than to others. 

685. Is not the expense greater to humble persons going 
into the Court of Chancery ? — It is not a question of expense 
unfortunately ; if a partner is dishonest, or becomes unnt for 
his business, you cannot get rid of him by law, and you are 
obliged to buy him out. 

686. Then you think that the present law of partnership, 
and the remedy of going to the Court of Chancery, is equally 
injurious to all traders? — I believe it is so useless and so ruinous 
to appeal to the Court of Chancery, that in all cases it is a 
question how you can get rid of the partner by purchasing him 
out. 

687. Mr. J. A. Smith.] You have had a great deal of 
experience, and are probably aware that there are few deeds 
of partnership which do not include an arbitration clause ? — 
I have not had much experience of deeds of partnership, I am 
glad to say, but one or two I do know have had that clause. 

688. Did you ever know a partnership dispute settled by 
arbitration ? — Yes. 

689. Chairman.'] Do you think that in the present state of 
the monied and banking interest in this country, the difficulty 
of investment for the middle classes arising out of the partner- 
ship law, whether of unlimited liability, the difficulty of deci- 
sion, or other causes of that nature, does not give a great 
advantage to large capitalists and to the great monied interests, 
as compared with persons of medium capital ? — I do not think 
it does, and I think the experience of every day shows us that 
it does not. A great proportion of all partnerships, ninety out 
of every hundred, you will find are among the middle classes. 

690. Do you think that the present laws have the effect of 
preventing parties out of trade from lending money in trade, as 
tbey otherwise would do? — Undoubtedly, 

691. What 
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W. Haijoes, 691. What improvements would you suggest to obviate the 
^9- evils you have spoken of, which bear upon two parties, 

3 June 1851, namely, the party wishing to lend and the party wishing to 

borrow ? — ^The party wishing to lend is now checked by his 
unwillingness to do anything which may be construed into 
a partnership. The party wishing to borrow is unable without 
great risk of injustice to himself to offer a sufficient induce- 
ment to the capitalist to lend his money. A trader can now 
give any fixed rate of interest, however high, for borrowed 
capital ; he can do this either by paying an agreed rate of 
interest for a permanent loan, or by paying a high rate for the 
discount of legitimate or accommodation paper for short 
periods. In either case in the event of failure the debt can 
be proved against the estate, when in most cases it is found 
that some preferential security has been given to such credi- 
tors, to the great injury of the trade creditors. I would 
suggest, then, that the traders should be allowed to borrow 
capital at a rate of interest fluctuating according to pro6ts, and 
that in such cases, or where more than five per cent, be given 
for a continuous loan, the parties receiving such fluctuating or 
high rate of interest should not be allowed to prove their 
debts till the general creditors w^re paid. This would give 
us the benefit of all that is gpod in the system of commandik, 
without the risk of introducing new evils. I object to the 
introduction of the French system, because it would be a long 
time l)efore the public understood the exact relationship of the 
commandite partner to the gSrantj or managing partner, and 
the name and countenance of the commandite partner would be 
the means of obtaining credit, and thus of encpuraging specu- 
lation, which if unsuccessful would leave a body of creditors 
without recourse to any one. I object also to the French 
system on account of the advantage it affords to two or more 
persons trading ** en commandite** over one trader conducting 
his own business. Two united, one a capitalist investing only 
a portion of his property, and the other the gerantj with little 
or no capital, could only lose the sum invested, let them 
speculate ever so rashly, and let the commanditaire possess 
ever so much wealth; whereas a capitalist, having a given 
amount of property engaged in the business he is conducting, 
should he speculate rashly, or by the force of circumstances 
lose double the amount of the capital engaged in his business, 
must pay the deficiency out of his other property. If there- 
fore limited liability be introduced here, it must, to be just, be 
applicable to individuals declaring their capital as well as to 
two or more persons trading together. 

692. Are 
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692. Are you of opinion that improvements are required, j^r ff^^^s, 
which would give the facilities you speak of? — Undoubtedly ; Esq. 

.and I wish to convey that although I do not adopt the . ^ 
whole of the French law, and the French or the American ^ 
system of commandite ^ yet still I think that great improvement 
is wanted sqinewhat in that direction. 

693. Mr. J. JB//i*,] You think that the circumstances of the 
three countries are very different ? — N6t only are the circum- 
stances of the commerce of the three countries different, but the 
national distinctions are great, and the law of debtor and creditor 
is remarkably dissimilar in the three countries. In France you 
have the most stringent system ; it is a bfeaiitiful system in theory, 
because it separates commercial misfortune from crime or dis- 
honesty, and while it aifords every reasonable assistance to the 
unfortunate trader, punishes, and severely too, the improvident, 
the reckless, and fraudulent trader; in England we have a 
system which, while it attempts to punish, rarely does punish ; 
in America there is no law of bankruptcy at all, and every- 
body is left to his common law remedy ; if a man commits 
a fraud, he is punishable at law ; if it is proved that lie perjures 
himself, or if he buys on false pretences, an action, would be 
brought against him, as we should try a man for a theft ; but 
there is no law of bankruptcy. There have been two or three 
passed, but they have all been repealed. I believe that if you 
consult American merchants, they will tell you that they have 
not more bad debts than we have in England, but undoubtedly 
the proportion is less in France. If you refer to the answers 
to the questions from France, you will find that the amount of 
insolvency in France is remarkably low. There is no return 
from America, but we know that until the law of 1849 it was 
enormously large in England. 

694. Then you think that the French law does act well ? — 
The French law undoubtedly acts well ; but then you must 
not forget the commercial habits that h^ve grown up under its 
operation. 

695. Mr. J. A, SmithJ\ Is the consequence of the absence 
of the bankruptcy law in America, or the state of the law in 
America, generally such as to produce a very low average of 
per-centage in the dividend of the United States? — I have 
no information upon which I can speak accurately ; my 
impression is, that it does produce a very low rate, but I do 
not think there are any facts to be obtained; the figures 
that are given in the report of our committee are not to be 
depended upon as showing a general average. 

696. ChairmanJ] You are aware that in the answers you 

have 
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W. Hainesf have received from New York it is stated, " Such partnerships " 
^' (speaking of limited partnerships) ** command as much credit 

3 June 1851. ^^J^^ general confidence as ordinary partnerships; perhaps 

more. There is certainty in the knowledge the community 
possess of the resources of such firms, which it cannot have 
in respect of other partnerships ; for the amount contributed 
must be put in in cash, and notice of the fact advertised, and 
evidence of it made a matter of public record." That is the 
answer which has been received from New York ? — Yes. 

697. The answer from Boston is *' No ; guarded as this law 
is in New York and Massachusetts, it cannot fail to be of 
immense benefit in England^ where so much capital is always 
seeking investment, and capitalists are content with compara- 
tively moderate returns "? — That is the American view of cur 
capitalists. 

698. These are the answers you had returned to you from 
the authorities whom you consulted at New York and at 
Boston ? — Yes. 

699. Mr. J. A. Smith.^ Will you state in detail the evils 
which you perceive in the existing law of partnership in 
England? — The first is, the restriction it imposes on the 
freedom of contract, and it appears impossible to justify a law 
which allows a trader to give a ruinously high rate of interest 
for borrowed capital, and precludes him from giving annually 
that exact sum which his profits would justify his paying. 

2. The practical denial of justice to partners, from the want of 
an easy and inexpensive mode of settling partnership differ- 
ences, whether between partners or respecting their accounts. 

3. The limitation of the number of partners. 4. The difficulty 
and expense of obtaining charters or acts of incorporation, 
limiting the liability of persons desirous of investing capital m 
works of public utility* 

700. Y ou are understood to state, that in any change which 
takes place in the existing law of partnership, you attach great 
importance to its being accompanied by a still further improve- 
ment in our present law of debtor and creditor ? — ^Yes. 

701. You took a very active part in the change of the law 
of debtor and creditor, which was made last year. Has that 
worked, in your opinion, satisfactorily ? — I believe it has ; and 
it is the^ opinion of our committee in the City, that it has 
worked very satisfactorily. 

702. Are you not of opinion that the amounts involved in the 
annual insolvencies and bankruptcies of England have arrived 
to such an extent as to bear most materially upon the national 
interests ? — ^Yes, I do think so. 

703. Am 
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703. Am I overstating your opinion, when I place the W.Hatves, 
amount of the annual insolvencies, bankruptcies, and compo- ^^^' 
sitions at not less than 50,000,000?. sterling per annum? — 3jt»ei85i, 
I believe that from the year 1 840 to 1 847 it was very far 

beyond it, using the term precisely as you use it, the ** amount" 
of insolvencies, and not the loss. 

704. Vou mean by your answer, that the deficit in the 
assets, as compared with the liabilities of those who were in 
diflSculty, exceeded in those years 50,000,000 /. ? — Undoubt- 
edly. It may be as well to state the data upon which that 
opinion is based ; for otherwise the amount is so large that it 
would scarcely be believed. We know exactly the amount of 
dividend paid by the Court of Bankruptcy, and we know 
exactly the sum which that amount represents. The amount 
paid in dividends is about 1,200,000/. a year, and it repre- 
sents about 8,000,000 /. in gross liabilities. Having carefully 
compared the dividends paid under bankruptcies with those 
received under compositions and assignments by 60 or 70 of 
the largest firms of London, and having also ascertained the 
relative number of each, we found that whilst bankruptcies 
were in number as 1 to 10 compositions and assignments, that 
the dividends of the latter varied from 5 s. to 7 ^., whilst those 
received under bankruptcy were only 35. in the pound. The 
amount of money which was sacrificed before the Small Debts 
Bill passed, because it was useless to proceed in the superior 

-courts to recover small debts, was not of course included ; but 
it formed an important element in the insolvency of the 
country. Our calculations terminated at the end of 1846, 
and 1847 was not included. There were 22 bankruptcies in 
1841, which amounted to something like 4,000,000/. or 
5,000,000 /. 

705. Chairman.] Do not you think that a system which 
occasions such enormous defalcations and losses, requires some 
sort of alteration and improvement ? — If you could prove that 
the losses are the result of the system, well and good, 

706. Mr. J. A. Smith.'] Would not the inference from that 
statement appear to be, that in your opinion an improvement 
in the law of debtor and creditor, vvas even more important 
in its effects on the commercial transactions of the country^ 
than the law of partnership ? — I do not know ; I believe that 
both are of extreme importance. 

707. Mr. Morris.] Have you formed any opinion of the 
amount of the losses in 1847 ?— No, there are no means of 
ascertaining it ; almost all the large estates in the India and 
colonial trades were settled under deeds of assignment, and 

0.5 !• H the 
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W. Satoes, the committee I am associated with was not materially mixed 
^q* with those estates. 

3 Jime 1851. 7^8* You were understood to say tbare were so many diffi- 

culties with respect to the disposal of money, and that there 
were so many difficulties in forming partnerships, that it was 
one of the causes of the low rate of interest ? — 'No, but there 
is an unwillingness on the part of persons out of business^ 
who do not understand the mode of managing busin es, to 
involve their whole capital in partnerships; and I believe that 
if the taw of partnership were improved, and facilities were 
given for investing capital in business (which may be done 
without adopting the whole of the commandite system), great 
good would arise from it« 

709. Mr. T. Egerton.'] You were understood to state, in 
one of your early answers, that there was a consideraUe 
difference between the law of commandite, as exercised in 
France and in America?— There is no difference in the law 
itself, but in the facility of punishing frauds committed under 
the law. The two laws are the same ; that is^ the liabiHty is 
limited, and there is a publication of the amount of capital 
invested, and of the names of the parties investing it« 

710. Mr. J. A. Smith.] Are you of opinion that under the 
existing law, any enterprise in respectable bands, offering a 
fair rate of profit, is stopped by want of capital ? — I think the 
cases must be exceedingly few, if any. 

711. Do not you beUeve that under the existing law in this 
country^ not only is commercial enterprise more active than 
in any other part of the world, but that commercial credit on 
the whole is higher in England than elsewhere ? — Commercial 
enterprise can hardly be said to be more active than in 
America. I think commercial credit was higher than in any 
other country, but it is a great question whether it now is. 
I hope there will be a reaction the other way now, by the 
security which the new law gives to capital invested in debts, 
through the operation of the classification of certificates, and 
its punishment clauses, as well as to the extension of the 
judicial power given to the judges of the court ; but I think 
the tendency of the last few years has been to increase trans- 
actions for money, which is the commercial mode of expressing 
distrust or want of confidence, and this indicates, in my 
opinion, a lower state of commercial credit than used to exist* 
Character has less value as an element of credit than it had 
formerly; 

712. Do not you hope that one of the results of the sew 
bankruptcy law will be to check that tendency ?•*-- I beHe?eit 

will 
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will, by the certainty of punishment, which, if the new law W. Hmes^ 
of bankruptcy be properly carried out, will follow all cases of Esq. 
fraud. If that result be not obtained, no such eflfect will be ^ june 1851. 
produced. 

713. But again, I draw your attention to the fact, how 
much all your opinions lean to the conclusion, that in all 
points of view a more perfect law of debtor and creditor is 
almost more important than any other law affecting commer- 
cial transactions ? — I think it is of extreme importance ; but 
I cannot separate the two. 

714. Mr. PilMngton.] You have stated that you thought 
trade was at present carried on less on credit than it was 
some time previously; may not that be ascribed to a plenti- 
fulness of money rather than to a want of confidence in 
parties ? — I do not think there is a plentifulness, that is, a 
surplus of money in the business of the great majority of 
traders. The great mass, whether of shopkeepers or men of 
business, want more capital than they have got, and can 
employ more capital ; but I believe there has been a tendency 
of late to trust a man more in proportion to his known capital 
than to his character and reputation, which I think used for- 
merly to he a more important element of credit than it now 
is ; and that has arisen, I believe, from the frauds which have 
been committed under a bad law of debtor and creditor, and 
the facilities which were offered to anybody to defraud his 
creditors with impunity. 

715. Chairman.] Do you think that it is desirable to 
remove from the minds of working men the impression that 
they are unjustly used? — If that impression exists to any 
extent I would remove it, most decidedly. 

716. Do you think that, where 400 or 500 men join to- 
gether small capitals and their labour, there ought not to be 
some remedy to prevent one man laying hold of the property 
as a thief, and there being no remedy against him ?«— That is 
one of the points that I include in the improvement of the 
law of partnership* Combinations of working men, for trading 
purposes, although I think that such things are bad, and very 
rarely exist profitably or for any length of time, ought to have 
a summary remedy against each other, and should not be 
driven, as they are now, to a process of law, which is in fact 
equivalent to a denial of justice. By the expression ^* bad/' 
I mean injurious to themselves. 

717. Mr. Morris.'] What remedy would you propose instead 
of driving them to law? — ^A summary mode of procedure 
before the Court of Bankruptcy, to settle their disputes; and 

0.51* H 2 if 
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fF, Hatves, if a man commit a fraud, he should be summoned before th 
Esq. Court, and the case decided without delay ; and the ofBcia 
qJunTiS^i. assignees of the Court would supply most unobjectionable 

means, whereby all matters of account could be arranged with 
despatch and economy. 

718. Chairman.'] You would contemplate some mode in 
which disputes between partners should be decided?—- Yes, 
but not to be confined to working men ; it should embrace the 
whole law of partnership. 

7 1 9. Mr. J. Ellis.'] What is your opinion, as a practical 
man, having turned your attention to the point, as to whether any 
facilities for the trading of the working classes could be offered, 
which would, in general, contribute to their advantage, and be 
beneficial to them?— I cannot see why you are to give to 
one class privileges regarding partnership which you do not 
give to another, and therefore I cannot see why you are to 
have a law of partnership applicable to one class which is not 
applicable to another class ; I think that associations of working 
men, for trading purposes, should be based on the same princi- 
ples, and governed by the same rules, as associations of any 
other class, with the same facility of settling disputes or ejecting 
a fraudulent partner ; those facilities do not exist now, and 
they must form a part of any iniprovement in the law of 
partnership. 

John Chandler Bancroft Davis^ Esq., called in ; and 

Examined. 

J.C.B. 720. Chainnan.] YOU are Secretary to the American 

Davis, Escj. Legation ? — Yes. 

721. You are acquainted with the law of partnership as it 

prevails in the northern portions of the States, and particularly 
at Boston? — I am from the State of Massachusetts; and 
although I have some acquaintance with the law throughout 
the Union, I should prefer limiting myself to the New Eng- 
land States, and more particularly to Massachusetts, which 
may be looked upon as a type of the rest. 

722. You have been at the American bar yourself, have 
you not formerly ? — I was in practice some few years. 

723. Confining yourself now to the State of which you have 
spoken, the Committee understand that the law of limited 
liability of partners, prevails in that State, and that it is appli- 
cable to many employments of capital ? — The basis of the 
law of partnership, in New England^ is the common law; 
upon that basis in five of the New England States, including 

Massachusetts, 
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Massachusetts^ has been engrafted what is known there as the J. C. B. 

law of limited partnership. . B m>is, Es q. 

724. Will you state what is that law r — These partnerships 3 june 1851. 
may be formed for the transaction of mercantile, mechanical, 

or manufacturing business, except banking and insurance. 
There is no limit to the number of partners. There must be 
two sorts of partners, general and special. When it is pro- 
posed to form such a partnership, a certificate is made which 
is signed by all the partners, stating the names and residences 
of the partners, the business which is proposed to be carried on, 
the specific sum which is paid by the special partners in cash 
as capital, and certain other facts ; and that certificate is re- 
corded in a place provided for that purpose. 

725. Mr. J. A. Smith.'] What guarantee is there that the 
certificate of the deposit shall be accurate? — I am not awai-e that 
there is any, except the provision that if the certificate is false 
in any respect, all the parties are liable as general partners. 

726. The whole of them ? — The whole of them. There is 
a provision for the renewal of such a partnership ; and there 
is a provision that none of the cash paid in by the special 
partners shall be withdrawn during the partnership ; and that 
if. at any time during the continuance of the partnership the 
amount of assets shall not be equal to the amount of liability, 
the special partners shall be liable for all sums drawn out by 
them, with interest from the time of their being drawn out. 

727. Chairman.'] They remain liable for the whole amount 
during the whole period of the partnership existing? — ^Yes. 

728. Mr. J. Ellis.] And for all interest that they have 
received during that time ? — ^For all sums they have drawn 
out during that time, with interest from the time of drawing 
out ; but not beyond that time, with interest from the time of 
drawing out ; but not beyond that. 

729. Mr. J. A. Smith.] Is there any publicity given to the . 
names of the partners^ special or general ? — They are recorded 
in the place I have named, and they are also advertised in 
some newspaper of the county. If there is no newspaper 
published in the county, then in Boston. 

730. You are understood to mean by a " special partner," 
a partner who is only liable to a limited amount ? — A partner 
who is only liable to the amount which he contributes, and 
the sums he draws out with interest. 

731. And by a •^general partner," you mean a partner 
who is liable to the whole extent of his means ? — Yes ; I use 
those terms, because they are the terms which are used in 
the statute. 

0.51.., ^a 732- Mr. 
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/• C B. 732. Mr. Morris.] What are the temptations which induce 

Jkmsy Esq. a general partner to incur a greater degree of liability than 

sJuneiS^i. * special partner? — ^The general partners are the acting 

* partners^ whose names are alone known in the business, so 

far as the carrying on of the business is concerned. No 

special partner is permitted to have his name in the concerD, 

or to personally make any contract respecting the partnership 

affairs. 

733- 1^0 they receive a greater amount of the profits than the 
special partners ? — ^That is as the bargain may be in each case. 

734. Mr. J. EHis.] The special partners are the men who 
advance the capital chiefly ?* — Yes. 

735. And the others take the active management of the 
business ? — Yes. 

736. The special partner is secured a higher rate of interest, 
because he advances the capital^ the other partners generally 
being without capital ? — ^The rate of interest and such things 
are ail matters of private bargain between the parties, and 
are not regulated by law. 

737' Chairman.] Under these regulations of partnerships, 
which you have been so clearly describing, are there many 
enterprises carried on ? — I should say that in Boston there 
were now a great many, but that until within a few years 
there have not been many, and that out of the large towns 
there are few enterprises carried on under the commandite 
law. The reason of that is, that the large business carried 
on in the country is generally, and I should say perhaps prin* 
ci pally, manufacturing, which is done by corporations under 
a Corporation Act, which I shall be happy to explain pre* 
sently ; and that as to the smaller business, the small traders and 
that class of men, when they carry on business with the capital 
of others, generally do so by borrowing the money, and mort- 
gaging their stock of goods or stock in trade as a security for 
the payment of the debt, and as fast as the stock is sold out 
and replenished, mortgaging the additions ; and under our 
law, recording a mortgage of personal property is equivalent 
to possession. It is a species of hypothecation, without the 
actual possession. 

738. You have stated that there has been a considerable 
number of partnerships of this nature lately in the large towns ? 
— Yesy in the large towns. 

739. What kind of enterprises ? — Generally commercial, 

740. Mr. J. A. Smith.] To what do you attribute the in- 
crease ?— To the fact that the business of the country is 
increasing. 

^ 74i# You 
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741 . You mean only an increase proportional to the general J« C B, 
increase of trade? — No, I should say (and my opinion is i>««^*«>Eflq. 
formed from hearing others speak on the subject, rather than ^ j„^ ig^i, 
from actual knowledge), that there had been more than a pro- 
portbnate increase. 

742. Chairman.] Does it appear to work well ? — My own 
opinion is, that it does work well ; and that the number of 
failures (I can hardly use the word ^^ bankruptcies/' because 
it has a technical meaning), under that law is much less than 
among those who are doing business in the ordinary way* 
This opinion also is one gathered from hearsay. 

743* Mr. J. A. Smith.'] Do you conceive it, therefore, to 
act as a preventive against speculation r — I do ; I think that 
is the reason why there are fewer failures. 

744. Will you go on to state why you tliink it acts as a 
preventive against speculation ? — First, because in such cases 
I think the general partners are men who are known and 
relied upon for their ability and integrity; and secondly, 
because such a partner regards himself both as an agent and 
as a principal. 

745. Mr. Tufneli.'] Is the management of these capitals 
entrusted to one or more persons generally ? — Practically I 
should say that there were generally, in such a concern, two 
or three younger men, and there are one or older men who 
furnish the capital. 

746. Is there a great number of partners in these com- 
panies? — ^That depends very much upon the nature of the 
business, and the circumstances of each particular case, but 
generally there are not many partners. In America generally 
there are not many partners to a house, sometimes three or 
four or five ; there are rarely as many as five, except in a very 
large house. 

747* Then the special partners in ihese companies are not 
the humbler classes ? — No. 

748. They are persons of large capital ? — Yes, generally. 

749. ChairmanJ] You have stated that the enterprises to 
which you alluded are commercial enterprises ; are they ship^ 
ping enterprises also ? — For all sorts of business. 

750. Are lame stores and hotels carried on in that way ?--• 
Cienerally not, I should say. 

751. What other businesses besides commercial ones? — It 
is not limited to any sort of business in the community. 

752. With the exception of those two you b^ve spoken of, 
n amely, banking and insurance ?-^ Yes. 

0.51* H 4 753, And 
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.7. C. B. 753. And you think, on the whole, that it works benefit 

Dams, Esq, cially ?— I should say that it did. 

3Junei85i. 754. Mr./, -rf. Smith.'] Why are banking and insurance 

excluded? — It is difficult to say why laws are passed some- 
times. When I come to speak of corporations perhaps you 
will be able to see why they are excluded. 

755. It is not because it is thought that the system of 
commandite is less favourable to prudence and care ? — No; 
but it is because banking and insurance are carried on in MaS' 
sachusetts by corporations.' 

756. Supposing two parties engaged in trade, and with 
equal and similar amount of capital ; on one side a single 
partner with 20,000/., in the other case two partners and a 
gerantmXh the same amount of capital ; supposing both those 
parties to embark in speculations of a similar character, would 
the party risking only 20,000 /. have an advantage, in the 
rashness with which his speculations might be carried on, 
over the person who had only 20,000 Z., and was responsible 
for the amount of his fortune ; in the one case the gSrant is 
supposed to have nothing, and his two partners to have 
20,000 /. ; he cannot lose more 20,000/., whatever may be the 
imprudence, or the folly, or the failure of his speculations ; in 
the other case the party, if he makes a bad speculation, is 
responsible for the whole amount of his means in the world, 
and is absolutely ruined ; does not that lead one to fear that 
commandite may tend rather to speculative than to prudent 
and cautious conduct in business ? — I cannot see that any rule 
with relation to this species of partnership, drawn from such a 
case, would not be applicable to every species of partnership, 
whether the partners were special or general. 

757. Chairman.'] Is there any form of law by which the 
humbler or middle classes of capitalists can combine their 
capitals for useful undertakings, or undertakings likely, as they 
believe, to yield to them profit in those States, for business 
purposes? — I confine myself here, as before', to the State of 
Massachusetts, and to the system which prevails there* , We 
charter corporations in Massachusetts for the following busi- 
ness purposes : for banking (all our banking is done by corpo- 
rations^ and these banks are banks of issue as well as of dis- 
count) : for insurance ; I think all or nearly all the insurance 
is done through the medium of it ; for manufecturing, including 
the creation of power where that power is water (most of the 
manufacturing in Massachusetts is done in. that way): for 
railways, &c., and for aqueducts; and sometimes . for other 

bjusiness 
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business involving a larger capital, as an hotel ; but not so j^q B 
often for that business. Davis] Esq. 

758. Can you state, in a rough outline, the provisions of 

the law, and the amounts, minimum and maximum? — Each 3 June 1851. 
kind of corporation which I have enumerated is regulated 

by a general statute applicable to itself; that is to say, we have 
a general statute in relation to banking ; we have a general 
statute in relation to insurance companies; we have a general ^ 
statute relating to railways, and so forth. 

759. Laying down the rules which the parties must pursue 
who apply lor such and such a charter ? — Yes, and how a bank 
must be governed, (if it is a bank,) after it is organized. One 
principle runs through all these general statutes, and that is 
a Hmit of the stockholder's liability. 

760. Mr. J. ElUs.] To whom do they apply ? — ^The appli- 
cation is made to the Legislature of the State. 

761. Mr. T. Egerton.] Are there instances of its being 
refused ? — I have known it refused. 

762. On what ground? — I do not remember a case of its 
being refused except on the ground of the proposed amount of 
the stock asked for being too small. 

763. Mr. Morris.] What is the expense of obtaining a 
charter ? — It is a trifle. 

764. Chairman.'] Perhaps you will give the Committee an 
outline of the provisions of the law. You are understood to 
say that there are some Acts which you have to comply 
with, laying down provisions for each of these different corpo- 
rations ? — I could hardly answer that question, without being 
asked upon particular points. As far as it affects the law of 
partnership at all, the main thing is that the liability of the 
stockholder is limited. 

765. Limited to what ? — *In the case of a bank, if any loss 
of the capital stock arises through the oflicial mismanagement 
of the directors, no stockholder is liable to pay a sum exceeding 
the amount of the stock held by him at the time. So that the 
extent of loss would be the stock then held bv the owner, and 
an additional sum equal to its par value. 

766. Mr. TufnelL] You have stated that the expense of 
obtaining a charter is very trifling. Is not the expense of 
obtaining a charter equal to that which is mentioned in.the 

Report 

* Since my examination I have seen a Statute, enacted since I left 
America, by which stockholders in a bank stopping payment are made liable 
individually to redeem all unpaid bills issued by the bank, in proportion to 
the stock they respectively hold ^t the time when the bank ^tops^ 
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J. C. B. Report of last Session^ being upwards of 1,000 /• ?--No ; it is 
Dams^ Esq> jiq|. ^s many cents. * 

3 June 1851. 767. Chairman.] What is a cent ? — A cent is a halfpennv. 

768. You were going on to state that the liability of a part- 
ner did not exceed the amount of his share in a bank?--- 
Yes. 

769. What is it in reference to other enterprises ? — In an 
insurance company, in case of administration of the capital 
by losses before the whole amount of the stock has been paid 
in, it is simply a liability for the instalments on his stock 
unpaid at the time : the directors of such companies, as well 
as the directors of banks, are made personally liable by mis- 
management in certain cases. 

770. In general, in other enterprises of a commercial nature, 
or of a manufacturing nature, or any others, is the liability 
limited ? — In a manufacturing corporation, which is the prin- 
cipal business of a comniercial nature carried on under this 
system, it is limited to the amount of the stock, if all the pro- 
visions of the statute are complied with. First of all, the 
capital stock must have been paid in, and there must have 
been a certificate of that fact properly made and recorded ; 
and if the capital has been increased similar steps must have 
been taken in regard to that. If any capital is withdrawn 
before the payment of the debts of the company, the stock- 
holders are individually liable. Notice is to be given annually, 
in some newspaper in the county^ of the condition of the 
affairs of the company ; and if that is not given, then the 
stockholders are individually liable to pay. Complying with 
those rules, the stockholders cease to be individually liable; 
that is, cease to be liable beyond the amount of the stock 
which they hold, and which ought to be represented by so 
much cash actually paid in. 

771. Mr. Morris.} Then it is incumbent on every share- 
holder, to see that the conditions are complied with ?— 
Yes, unless the property be assigned for the benefit of the 
creditors. 

772. Chairman.'] Under those regulations that you have 
stated to prevent fraud, are many companies carried on, and 
carried on beneficially? — Many companies are carried on in 
that way ; and nearly all the manufacturing of New England 
is done in that way. But I ought to state, that with the 

exception 

* My impression is very strong that there are no official charges, except 
8 $* or 10 «• for an official copy of the Act. 
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exception of the great concerns at Lowell and other similar J. C. B. 
establishments, about which I am not able to speak at all, as -P gpt*» E sq^ 
far as my observation has gone, in New England, nine out of 3 jane 1851, 
ten, (and perhaps a larger proportion) of the manufacturing 
corporations, are carried on in such a way as to make the 
stockholders individually liable; that is, the provisions of 
the law are not observed; and when such a corporation 
goes into the market, either to buy stock for the mill^ or to 
a commission house to dispose of its goods and ask for 
advances, the question is asked, who holds the stock ? 

773. What is generally the amount of the shares ? — ^They 
vary. 

774. Mr.*/. A.Smith.] Are they limited by law?— They 
are not limited by law, except by the law creating the cor- 
poration, they cannot go beyond that. The amount and par 
value of the stock of each corporation, is fixed by the statute 
creating it. 

775. Is there any interdict upon any particular description 
of trade, against its being carried on by means of these cor- 
porations ? — -No, but in order to carry on any description of 
trade by a corporation, it is necessary that the corporation 
should be chartered by the Lejgislature in each case. 

776. There is no desire, on the part of the Legislature, to 
exclude any particular description of trade, enterprise, or 
business, from that mode of carrying it on, if the parties think 
fit to apply to them ? — No ; there is no law to that effect. 

777. Does the absence of resort to corporations in cases of 
trade result from public opinion or a provision of the law ? — 
From public opinion. 

778. Is it because if they carried on trade in that way, they 
would not obtain the same amount of credit ? — I am hardly 
able to answer that question. 

779. Chairman.'] Do these corporations, such as you have 
described them, obtain good credit or not ? — They generally 
obtain credit ; but they obtain it, as I said before, on the 
credit of the stockholders generally. 

780. Mr. J. A. Smith.] On the credit of their character 
and means ? — Yes. 

781. Who are generally believed to be general partners 
although they may appear to be special ? — ^Yes ; but I ex- 
cepted from my answer the corporations of Lowell, &c« 

782. With regard to commercial credit generally in the 
State of Massachusetts, is it high ? — I should say that it was ; 
in Boston particularly. 

783. With regard to bankruptcy and insolviency you have 

no 
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J. C, B. no bankrupt law ?— We have no bankrupt law ; but we have 
Jj avts, E sq, ^^ insolvent law ; and having heard the answer of the genlle- 
3 June i85i. man who was examined just before me, I can state, in addition 

to the statement which he made, that in many of the States of 

the Union we have an insolvent law. 

784. Does that law punish misconduct in dishonest trading? 
— It depends on the provisions of each law. In some it does, 
and in some it does not. 

785. Does it in the State of Massachusetts ? — It does.* 

786. Severely ? — Not very severely ; but, in addition to that, 
we have the common law. 

787. Are you suflSciently acquainted with the details of 
commercial life, to know whether in cases of insolvency, or 
difficulty, or bankruptcy in that State, the persons generally 
pay something considerable to the creditors^ or is there gene- 
rally a total loss ? — I think the average of dividend would be 
very fair under the insolvent law, according to my experience. 

788. You have no means of giving the average? — No; it 
IS very true, as has been stated here to-day, that the average 
of dividend under the bankrupt law was very small ; but one 
reason of that was, that the bankrupt law of 1 842 followed 
one of the greatest commercial revulsions \vc have ever had 
in the country, and wiped off a vast amount of debt; and 
many men who had no assets at all, with a large amount of 
debt created by speculation, had their debts wiped off by the 
bankrupt law of 1 842. 

789. What is your process of settling partnership disputes? 
— A bill in equity. 

790. No other i — No other, unless the estate becomes in- 
solvent, and then it is settled by a Master in Chancery, or 
rather a Commissioner in Insolvency. 

791. In case of solvent estates, and in cases of disputes be- 
tween partners, they must have recourse to the Court of 
Chancery ? — Yes. 

792. Is that recourse cheap and prompt ? — I think it is, as 
compared with the Court of Chancery here. 

793. Does it, on the whole, give public satisfaction?— 
I think it does ; the Chancery jurisdiction in Massachusetts 

is 

* 
* I probably misappreheuded these questions. The Statute gives a control 
over a dishonest debtor: 1, by the involuntary process in insolvency, the 
grounds of which ai*e many : 2, by the power of examination of the debtor^ 
and of commitment in case of reuisal to answer questions : 3, by the diffi- 
culties in the way of procuring a discharge: and, 4, by the right it gives the 
assignee to recover back property conveyed away or cpncealed. 
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is very limited, as you will understand, when I tell you they J- p* B, 
have not jurisdiction in cases either of accident or fraud. -P^^^^^^gg. 
My own opinion is, that it should be extended, but that does 3 June i85i» 
not seem to be the general sentiment in the State. 

794. In cases of fraud, where do they go ? — ^To the common 
law, 

795. On the whole, should you give it as your opinion, 
that in the State of Massachusetts, which is eminently com- 
mercial in its spirit and in its habits, as I believe, the existing 
law of partnership gives public satisfaction, and is thought to 
work well? — I should think it did generally ; I can see where 
I should wish to change^ it in many respects, but commercial 
gentlemen can answer that question better than myself. 

796. Upon the whole, do you believe that it gives public 
satisfaction ? — I think it does. 

797r Am I correct in the belief, that in New York you have 
united common law and equity, and that the same judges act 
in both branches of the profession ? — I think you are correct ; 
but I am not so well able to answer with regard to the New 
York code. 

798. In Massachusetts they are separate? — In Massachusetts 
they are separate ; and yet the same court decide on both ; 
they may sit at one moment in equity, and the next at common 
law. 

799. Is there much association together of working men in 
the State of Massachusetts, either for the purposes of manu- 
facture or production of any kind, or the supplying themselves , 
with clothes or food, or any other object which might be more 
peculiarly interesting to working men ? — The stock in these 
corporations is sometimes held by woi king men. The stock 

in a bank is held by them very frequently in small amounts ; 
and they have combinations for the purpose of supplying them- 
selves with the necessaries of life ; those are very common ; 
they have grown up within the last 10 years. 

800. When you talk of ** the necessaries of life," you mean 
food and clothing ? — Yes. 

801. Have those worked well? — I should think they had 
generally. 

802. Are they increasing? — Yes, they were when I left 
America. 

803. Chairman.'] Are they chartered ? — No, they are mere 
associations ; they are not for the purposes of trade, but of 
supplying themselves. 

804. Mr. /. A. SmUh.] Then they are not corporations ? 
— No. 

805. Are 
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' /• C. B. 805. Ave they carried on under the commandite law ?— No, 
Dofois, Es q. I (Jo not think they are ; I think it is cash business ; there 
9 June 1851. ^s °o credit necessary. 

806. How are they bound together ; are they partners, or 
are they not ? — It amounts to a partnership ; they form what 
they call, I think, a " protective union." 

807. Are they special or general partners? — They must 
become, in that case, general partners under our law. I never 
have seen the bye-laws regulating any such union. 

808. Chainnan.'] They work well, you think? — r have 
been told they do. 

809. With reference to waterworks, gasworks, ferries, or 
any public works of that kind for the improvement of the dis- 
trict, and which it is supposed will yield a profit to the per- 
sons undertaking them, how are those kinds of enterprises 
undertaken? — To begin with waterworks, we have a general 
statute as to waterworks, by which any number of gentle- 
men desiring to form an aqueduct to bring in water may unite 
themselves and become a corporation, without an application 
to the Legislature. It is the only case that I know of where 
a business corporation can be thus organized for that purpose. 

810. In that corporation is the liability of the partners 
limited ? — I think it is not, but I am not quite sure of that. It 
is of very little consequence, as aqueducts are not organized 
under it ; it gives no power to create a servitude over the land 
of a stranger, except by purchase. 

811. I am only asking the mode in which they combine the 
capitals ; that is done under a corporation ? — Yes ; we have h 
statute giving a right to do that, but I do not think it is 
generally made use of, because gentlemen combining them- 
selves in that way and becoming a corporation, have not 
under that general statute a right to create an easement over 
the land of a stranger. In order to get that, they must go 
to the Legislature to be specifically chartered. ' 

812. Mr. J. Ellis.} Then, in point of fact, it is of no effect? 
— It is of no effect. 

813. Chairman.'} Supposing they are specifically chartered, 
is such a charter granted at a moderate expense ? — At very 
little expense generally. 

814. Then that is the way in which usually waterworks and 

gasworks are carried out ? — I think that generally, so far as my 

knowledge goes, waterworks are carried out by the municipal 

corporation. Water is supplied to Boston by an aqueduct 

created by the corporation of the city of Boston ; and it is so 

generally. 

815. In 
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815. In what way is the fund raised ; is it raised out of the J. C. B. 
rate ? — By taxes. That is different from an ordinary corpo- I>ams^^EMq. 

i-ation. . n . . 3 June J 851. 

8 1 0. W ith reference to any enterprises of a local nature 

requiring combined capitals, are you enabled to have a charter 
for such purposes, so that a number of persons of moderate 
capital may combine together r — It depends on each legisla- 
ture. I do not think, if an application were to be made to 
the Legislature at Massachusetts for a corporation to carry on 
trade for a commercial house, it would be granted. 

817. The question did not refer to trade, but to enterprises, 
such as gasworks and waterworks ? — ^Those would be ; and it 
would be necessary for this reason, that a gaspipe or a water- 
pipe must be carried over the land of strangers frequently. 

818. Are the shares in such undertakings held by persons 
of moderate means ? — They may be held by those persons. 

81 p. Do many of your skilled tradesmen hold shares in such 
things }' — ^In those sort of corporations, in banks, and in rail- 
ways, the subscriptions are opened at some place for anybody 
to subscribe, and very frequently three or four shares are taken 
up by a person at 100 dollars a share, (that is, 20/.,) so that 
they are quite within the reach of anybody. 

820. Then the shares are such as to be quite within the 
reach of persons of moderate means ? — ^Yes. 

821. Are the shares in these various chartered companies 
which you have spoken of, held in many instances by persons 
of the middle class ?-^I should say that they were. 

822. Do the more industrious of the working classes, who 
have got up a little capital, frequently invest their capital in 
shares of this nature ? — I should say they did ; but you will 
remember that the state of society is different in America from 
what it is here. 

823. Do you think that the humbler classes having shares 
in the works which go on in these various towns which you 
have spoken of, gives them contentment? — I can hardly con- 
ceive of any other state of things in America. We are all 
working people there, and it is impossible for a gentleman who 
has not been there, to comprehend the state of society. The 
differences in condition are much less marked than in Europe ; 
there is less accumulated capital, and labour becomes capital 
more rapidly than in an older country. 

824. In point of fact, the superior portion of the working 
classes who have accumulated a little capital do take shares 
in the various enterprises which are carried on in the towns 
around them? — They do; if there is any one thing that 

distinguishes 
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J. C. B. distinguishes the people in New England, it is that nobody 
Davisy Esq. is contented with his present condition, and that will account 

- ""^L for a good many things which I cannot account for otherwise. 
3 une 5 . Everybody is struggling for something better. 

825. Do not you consider that such a feeling is a stimulus 
to enterprise and activity ? — Certainly, 

826. And that it is beneficial to the classes amongst whom 
he lives, much more than a man sitting down in apathy and 
doing nothing ? — I certainly do ; I have been brought up 
amongst it. 

827. Mr. /. J. Smith.'] Have you any usury laws in 
Massachusetts ? — Yes. 

828. What are the restrictions imposed ? — I think it is 
a penalty of three times the amount of illegal interest. 

829. What is the maximum rate of interest ? — Six per cent 

830. On all kinds of security ? — ^That is the legal rate of 
interest fixed for everything. 

831. Whether on land or on personal security? — Yes. 

832. Do you think a continuance of that law is popular 
and approved of ? — Various efforts have been made to get it 
repealed, but without success. 

833. Chairman.l What are the usual enterprises which are 
carried on by the combination of moderate capitals under 
charters? — Manufacturing in its broadest sense ; that is, not 
only the making of cottons, and woollens, and linens, but of 
machinery and power. 

834. And commercial enterprises also ? — ^No. 

^35- You were understood to say that some large hotels 
were so carried on ? — I believe there are a few hotels which 
are incorporated^ but as a general thing that business is not 
carried on in that way. 

836. Mr. T. Egerton.'] Are waterworks for conveying 
water into the city, and distributing it to various places, 
generally carried on this way ? — That is generally done by the 
municipal corporation. 

837. Gas ? — Gas in Boston, I think, is managed by the 
municipal corporation* ; in some others of the towns, it is by 
chartered companies. 

838. Chairman.'] In large manufacturing employments are 
there various gradations of capitalists ; that is to say, some 
large capitalists and some small capitalists, holding shares? 
— ^Yes. 

839. Then 



..^ 



* This is an error, Boston is supplied with gas by a corporation^ 
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839. Then humble people are enabled to become partners J* C. B. 
with a rich capitalist in the same interest? — Yes; and I ^ ^^*^> l^ ^l* 
have been told (I cannot state it of my own knowledge), that 3 June 1851. 
in Lowell many of the girls, as well as men, who work in the 

mills own stock in the mills, and many also in the banks. 

840. At all events, in many of those employments the 
smaller and liumbler capitalists are able to combine with their 
richer neighbour ? — Certainly. 

841 . Does not that, in your opinion, give them an additional 
interest in the welfare of the country ? — Certainly, I think so. 

842. It gives them what we call a " stake in the hedge "? 
— Certainly ; everybody is looking forward, although poor to 
day, to being rich to-morrow. 

843. Mr. Pilkington.] The shares are of a fixed amount ? 
— Yes. 
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Mr. Matthew Clarky called in ; and Examined. 

844. Chairman.'] YOU are, I think, a Wine-broker in Mr. 
the City of London ? — Not exclusively so ; we are extensive M> Clark. 
wine and spirit brokers ; we also receive wine on consignment "T~ 
from the wine countries, and are agents for Rotterdam and \^^\. 
Cognac, for Geneva and brandies. 

845. You are acquainted generally with commercial trans- 
actions ? — Yes, for 40 years I have been engaged in them. 

846. You are aware of the nature of our inquiry into the 
law of partnership ? — Yes ; this Committee is inquiring, I 
understand, into the policy of creating partnerships en com- 
viamlitey that is, making an individual liable for only that 
amount of ca[)ital that he invests. 

0.51. I 847. The 
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Mr. 847. The policy of introducing that law, with such safe- 

M. ClarL guards as may be thought after consideration to be necessary. 
^^ t Now, first of all, with respect to the policy of the introduction 

1851.^ of such a law into this country, what is your opinion upon 
that subject ? — I think that the law as it stands is calculated 
to bind up capital, and I think the law should.be altered; 
but the mode of doing it is a very important feature, and there 
are great difficulties attendant upon it. The law altered to 
give a greater extent to the application of capital must be a 
most desirable object, and more especially as the capital of 
this country is so great that money now, even after all that 
has been done, and all that has operaterf in respect of rail- 
ways and otherwise, is not worth more than two or three per 
cent. ; that shows a great development of capital, and that 
there is abundance of money to be applied in various ways. 

848. You think the vast increase of personal property in 
this country, and the difficulty of finding investments for it at 
moderate interests, render it more necessary to remove any of 
the legal difficulties that stand in the way of its investment?— 
It is quite clear that to bind up capital in a great productive 
country like this, where there is a great annual saving, is, as 
far as my judgment goes, bad in principle. 

849. Do you think that the law of unlimited liability of 
partnership, by which a person who takes a share in a partner- 
ship renders himself liable to the loss of his whole fortune, and 
who risks his whole capital under such circumstances, is bad ? 
— No question about it ; the tendency it has is to prevent re- 
spectable enterprising persons gaining assistance in the shape 
of partnerships, who would otheiwise gain such assistance if it 
could be done in the way intimated. In illustration of the 
consequences of unlimited liability it is only necessary to refer 
to the failure of several hanking houses about 20 years ago, 
the sleeping partners of some of which. Sir John P. & Co. and 
Sir Peter P. & Co., lost not only their paid-up capitel, but their 
estates. No man who has any discreet regulation of mitid will 
incur the risk of losing his whale fortune by going into a 
partnership that he cannot himself practically superintettd, 

850. You think the law of unlimited liability has a tendency 
to pi'event cautious men of capital from advancing so largely 
in the way of partnership the limited amount that they wouM 
otherwise be willing to do?— -They will not risk their capital 
by placing it under the superintendence of anybody else at the 
mere common rate of interest ; they must have an additional 
inducement to use that capital for trading. 

851. You think that the present law of partnership prevents 
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many cautious persons from advancing their money in partner- Mr. 
ships, which they would otherwise be willing to do if the ^1- Clark. 
limited principle prevailed? — ^Yes, that is my belief ; it is a "'T" 
very great restraint, and it binds up capital ; that is tny ?85i°*^ 
conviction. 

852. Do you think it also has the effect of preventing many 
persons of ability, intelligence and integrity, but with a very 
small amount of capital, from receiv^ing assistance from their 
richer neighbours ? — There is tio doubt of that ; it has the 
same effect and influence. 

853. Hitherto you have been speaking of your observation 
generally, as referring to commercial tratisactions in this coun- 
try ? — Yes. 

854. Does yoUr experience or your knowledge of the state 
of the law in other countries assist your conviction ? — I have 
no material experience as to the laws of other couritries, ex- 
cepting the known fact that those partnerships exist in France, 
Hamburgh, Belgium, and other platces, and that the laws, 
particularly in France, are very stringent as regards bank- 
ruptcy ; the stringency is so great as to induce caution in these 
transactions, so that you have less chance of bankruptcy thefe 
than here. Now the mode of doing this is another very great 
question, and 1 think may give rise to gfeat difficirity unless 
the law be very stringent, 

855. Have you considered whatt provisions to prevent fraud 
you would recommend, supposing such a law introduced here? 
— No ; I could only show that, where it is possible that frauds 
might be created, the measure to prevent it of course ought to 
involve penalties or other serious consequences, otherwise the 
alteration of the law would be a very serious matter. 

856. Do 3'ou think the experience derived from other coun- 
tries, and the regulations that are enforced in other countries 
successfully, proves that that law might be carried out here 
in a great measure ? — The stringency of the foreign law with 
regard to bankruptcy ought to apply to commandite bankrupts 
in this country, supposing that that law was carried out here ; 
but if you dof not at the same time combine vtifh it the severity 
of the law, it would lead to great fraud ; notv I will assume, 
for a moment, that a man is in a not very prosperous concern, 
and wishes to get out of it ; that it is a concern which is 
really, perhaps, not only in a state of decay, but even in such 
a state that its solvency might be questioned ; that ttian goes 
out of the concern, saying he wants to retire from business, 
and leaves in a limited amount of capital ; the operation of 
that would be, that if people believed his statement that he 

0.51. 1 2 wished 
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\f ^/' , wished to retire because he had been exhausted in business, 

* ] ^ ' and that he had left a limited amount in the concern as a 

19 June proof of his confidence in the house, in all probability that 
1851. house would still get credit ; then that credit would enable 
them to get rid of the creditors that were created during the 
partnership of the gentleman who had retired, and a new set 
of creditors would be created, to whom he was not at all 
responsible, and that would lead to the facilily in decaying 
establishments of the partner who has the most money getting 
clear of the concern in that sort of way. 

857. Mr. Sotheron.'] That is an argument why you should 
not apply the law of commandite without a more stringent law 
of bankruptcy? — For commandite partnership especially. Our 
own law of bankruptcy has been altered ; but if you are going 
to create a new mode of partnership, I think it would be a 
very important feature that the law respecting that should be 
very stringent. 

858. Mr. J. A. Smith,] Are you in favour of the recent 
change in the law of bankruptcy ? — Yes. 

859. Do you think it has worked well ? — There is no doubt 
about that. 

860. Are you in favour of a still more stringent law?— 
Rather so as to bankruptcy ; I would rather tend that way 
than otherwise. 

861. Are you of opinion that the law of bankruptcy, as 
existing before the recent change, tended to produce habits of 
business prejudicial to the national character in commercial 
transactions ? — There is no question about that ; the indul- 
gences that bankrupts received were such as to act rather as 
an encouragement than otherwise. 

862. Chairman.'] That was under the old law?— Yes; a 
man had no apprehension that he would not get through. 

863. Do you think that the registration of the amounts 
which each party contributed for a given period would be 
advantageous ?— You cannot have safe partnerships en cm- 
mandiie without it. 

864. And that it should be imperative that the amount 
should be paid up? — No doubt, or you would have acceptances 
given and no capital ever advanced. 

865. And that a power that any profits which have been 
derived by the commandite partnership within a certain period 
should be liable to all debts for a given period also ?— Any- 
thing that would make the law so stringent as to make a man 
cautious as to all that would be a gain to the new system. 

866. With such stringent regulations to prevent fraud, as 

you 
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you have spoken of in spirit, carried out in detail, do you Mr. 
think that the principle would be advantageous? — I think M. Clark. 
most efl5ciently so. The present position of the law of part- icTriine 
nership does no doubt restrain any prudent man from risking 1851. 
his own property by assisting other young enterprising men 
who might have a fair promise of getting a good business. 
He will not let them have his capital merely at an interest ; 
and if he will not do that, then they are shut out, and such young 
men have not the opportunity they otherwise would have. 

867. Mr. J. A. Smith.] Would not any objection to which . 
I have heard you allude, be completely answered by enabling 
a man to lend another money at interest, such interest fluctu- 
ating with the amount of profits in the business ? — That is a 
new feature. I do not think a person, unless he was a specu- 
lative man, and had an overwhelming capital, would lend his 
capital upon that contingency. 

868. Would not the result, as far as the profit and interest 
went, be precisely the same in both cases ? — It would be pre- 
cisely the same in both cases if the concern succeeded ; but in 
the other case he would get first his interest and then after- 
wards his profit; he would lend his capital at a certain interest, 
and take a certain part of the profits. 

869. If you wished to secure honesty and propriety in the 
transaction, and assuming that nothing but honesty was in-* 
tended, would not the result be exactly the same as regards 
the temptation to a man who has capital, to advance it to a 
man in business ? — It would make the concern infinitely more 
respectable. Whenever a concern was formed under those 
circumstances, it would show that the party lending the money 
had an undoubted confidence in the character of the party 
receiving it, to work the establishment ; and, therefore, just to 
that extent it would, in all probability, generally speaking, 
render that partnership more respectable. 

870. Would not your object also be further carried out, if 
the person so lending money was prevented, in the event of 
bankruptcy, from proving till the common creditors were all 
paid 20 s. in the pound ? — I think he ought not to prove for 
any portion of his capital until the creditors were all paid. 

871. Might not that be a better manner of arriving at the 
end you wish, than interfering with the complicated and difficult 
question of the general law of partnership? — But the general 
law of partnership would not be interfered with, except as to 
this new system of partnership ; you are not going to make a 
retrospective Act, I understand. If you create a new principle 
of partnership, you would shield it as much as you can by a 

0.5 !• I 3 stringent 
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Mr. striugtnt application of law. that wo\ild compel the parties to 
M' Clark. (Jq it ^ndjftde and honestly. 

iqjune ^7^- ^^^vc you paid any attention to the working of the law 

1851, of commandite elsewhere? — In some little degree; lam not 
experienced in it. I take this to be a broad abstract principle ; 
we have made trade free ; the alteration of the Usury Laws 
has also opened the whole question, but we still bind money 
up. At the present moment no man dare assist anybody else, 
and have anything beyond 5 per cent, in the shape of profit, 
unless he is constituted a partner, and then the whole of his 
property is liable. There is no want of capital in the city of 
London ; you have subscribed 300,000,000 /. to railroads, and 
yet you have a plethora of capital, getting only 2 J or 3 per 
cent. The fact is, the energies and indomitable perseverance 
of this country are perpetually raising capital, and redeeming 
its position annually : but you are binding it up. 

873. I suppose you know that a man may now, under the 
existing Usury Laws, lend money at any rate of interest he 
chooses? — I know that,- but there is an odium about it; no 
respectable man will go and take advantage of the infirmities 
and difiiiculties of another. 

874. Is not there a still stronger motive in fact, namely, 
that a man, borrowing money at an exorbitant rate of interest, 
will soon lose his credit ? — But the course pursued we know 
is this, that he generally goes to some friend to do it for him. 

875. The knowledge of that would destroy his credit?— No 
doubt about it. 

876. Do you know any thing about the working of the law 
of commandite elsewhere? — No; I know in France they are 
very rigid as to the law of partnership : if it is a simple bank- 
ruptcy, they imprison him for one or two years ; and if it is 
anything very aggravated, they send him to w^ork for life at the 
galleys. 

877. Do you know anything of the working of the system 
in America ? — I do not. 

Mr. Thomas Carr Lktchy called in ; and Examined. 

Mr. 878. Chairman.'] YOU are a Solicitor at North Shields and 

Tf C.Lietch. Town-clerk of the Borough of Tynemouth? — I am. 

879. You have heard the questions that I put in the first 
instance to the last witness, namely, as to the policy of intro- 
ducing into this country the law of commandite or limited 
liability, under such regulations as may be deemed necessarj^ 
to prevent fraud y is it your opinion that such an introduciioa 

would 
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would be useful and advantageous, or the reverse? — I think Mr. 

the introduction of the change would be very useful. T.C.Lietck. 

880. Would you give us your reasons why you think such "T" 
a change would be useful ? — I think, as a question of principle, ^gt,, 
in the first place, that the onus should rather lie to show why 

it would be injurious ; I think that a person should primd 
Jacie be at liberty to become liable to such extent as may be 
agreed upon between him and the parties with whom he is 
dealing, unless such a practice had been found to be attended 
with injury to the community ; but I think, in practice, that 
great injury is felt from the circumstance that a person cannot 
advance money, the return on which is dependent upon the 
success or non-success of an estabHshment, without being 
responsible to every shilling of his property ; that prevents the 
advance of money to a great extent in useful undertakings. 

881. Do you think that the law of unlimited liability has 
more particularly a hard bearing upon persons of medium or 
moderate capital, inasmuch as enterprises may be carried on 
by combined capital, making in the aggregate a large capital, 
and that the present law of unlimited liability gives rather a 
monopoly to large capitalists as contrasted with the power 
that medium capitalists have ? — That is so to a great extent ; 
the large capitalist has, of himself, a sufficient capital, and 
he can atteiKl to his own concerns personally ; but when suffi- 
cient capital successfully to compete with the large capitalist 
is compelled to be made up by the aggregation of the capital 
of many individuals, then the difficulty intervenes of those 
persons not being able to combine their capital without being 
responsible to th« whole extent of their property for the ma- 
nagement of a concern over which they cannot have personal 
control. 

882. Do you not think that the law has a tendency to pre- 
vent a certain class of men of considerable capital from ad- 
vancing towards and joining men of small capital in some 
undertaking that they deem useful and advantageous, on 
account of this unlimited liability ? — Most undoubtedly. 

883. If that be the case, it prevents a careful and cautious 
man and a man of experience with considerable capital from 
being the leader and assistant of his humbler neighbour? — No 
doubt that is so to a considerable extent 

884. Joining together with other individuals? — A person of 
large capital would not risk his whole property in such a con- 
cern, though he might be willing to risk such a sum as might 
be exceedingly advantageous in carrying on that joint stock 
concern • 

0,51. 1 4 885. Theu 
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Mr. 885. Then you appear to think that the existing law of 

2; C. Lk ich. m^limited liability bears more heavily upon persons of a 

loJune medium situation, and in a humbler position, than it does upon 

1851. large capitalisls, men of great wealth ?-- No doubt that will 

be so, because there is not the same inducement to large 

capitalists to require assistance from others, as in the case of 

the man of moderate means. 

886. It therefore prevents combinations of small capitals 
or moderate capitals together, which might otherwise take 
place, supposing such a law of limited liability was introduced? 
— It does. 

887. Having stated that opinion, have you thought of any 
regulations or safeguards to prevent fraud, either inter se 
amongst the partners, or between them and the public, sup- 
posing such a law was introduced ? — I think the system of 
commandite, wliich makes the persons who are actually 
personally engaged in the conduct of any concern liable for 
their own acts, would be a very considerable control. I 
understand that in France particularly, the system of com- 
mandite is carried on to a very considerable extent, and it is 
upon that principle ; — every person interfering personally in 
the management of a concern is liable for every contract he 
has entered into, but the persons who have advanced or 
agreed to advance suras of money to the concern are liable 
only to the extent to which they have agreed to become 
responsible. 

888. Are there any regulations beyond those which it is 
understood are put in force by the French law, that you think 
would be advantageous if the law were applied here. You 
have already stated that one of the principal regulations of 
the French law is, that the managers are subject to unlimited 
liability, but that the parties subscribing are only limited to a 
certain amount. Would you recommend that the money be 
paid up in all cases ? — If the money be paid up on the com- 
mandite principle, it would, no doubt, operate in a greater 
degree to the protection of the public who are dealing with 
the concern, because all that capital that was absolutely paid 
up would first of all be exhausted before they could come to 
any loss ; whereas on the present system, if capital is advanced, 
not as a partner, by a person who does not wish to make 
himself personally and individually responsible to the whole 
extent of his property, that is, if it is advanced by way of 
loan, then the person who has advanced this limited amount 
of capital comes in along with the other creditors, and very 
often is a preferential creditor j that would be avoided by the 

commanditQ 
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commandite principle ; he would not come in till all the other Mr. 
creditors were fully paid. ^- ^*J^^^^^ 

889. Without now going into any minute points, having igjune 
stated your opinion of the advantaj^e that would be derived 1851. 
from the introduction of Xh^ commandite principle here, do you 

feel any doubt that it would be possible from the regulations 
that have been introduced successfully in other countries, 
where that principle has been at work for some years, to frame 
such alavv as might be worked well here? — I apprehend there 
would be no insuperable difBculty in framing such a law, 

890. Would you be good enough to state some of the evils 
that you think have arisen from the law of unlimited liability 
as it exists in this country ? — During the last three or four 
years I have had considerable opportunities of observing the 
manner in which unlimited liability, as to shareholders in 
joint stock banks, has operated to produce a very great mis- 
chief, as I conceive, not only to the shareholders, but to the 
persons who were dealing with the companies. 

891. Will you be good enough to state, as shortly as you 
can, what those are ? — The knowledge of the unlimited liability 
of the shareholders induces a reckless system of credit being 
extended to the company by large capitalists, and other bank- 
ing companies, who advance money to the joint stock bank, 
on re-discount or deposit of bills and promissory notes, in 
a manner that they would not advance money if it were not 
for the unlimited liability of the shareholders; and that, in the 
case of more concerns than one that have come under my 
own immediate knowledge, has gone on to a frightful extent, 
and now goes on to a frightful extent. Several banking com- 
panies, I would not wish unnecessarily to mention names or 
circumstances, have obtained and do obtain very large advances 
from other banking companies, from the surplus capital of 
those companies, upon the re-discount or deposit of bills and 
notes, the character of which is known to them to be little 
better than worthless. 

892. That is upon the faiih, you mean, of certain parties 
having shares and unlimited liability ? — Exactly; and they are 
not parties to the re-discount of those bills, and know nothing 
of the management of the affairs whatever. 

893. This re-discounting of bills which you speak of is not 
in the ordinary and usual and safe mode of banking? — Not 
ordinarily so; in certain districts it may be so« There are 
certain districts that have a surplus of deposited capital, and 
others that have great opportunities and facilities of investing 
capital, I believe, but as a general rule it is not so. 

894. Are 
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' ^^ 894. Are there any other instances besides those you have 

T. C. Lie tch. mentioned in which you think evil has arisen from the un- 
19 June limited liability of partners, or are there any other instances 
1851. you can mention, besides those you have aheady stated, of 
evils arising from those circumstances ?— I could enlarge to a 
very great extent upon the evils arising from the unlimited 
liability of parties in joint stock banks, and the system I have 
mentioned of obtaining credit improperly ; I mean to say, 
credit upon what would be considered improper bankers' 
paper. I am myself in connexion with the North of Enj^land 
Bank, which stopped payment some years ago, and is now 
being wound up in the Court of Chancery, and I have had 
opportunities ot having interviews with the managers of 
various joint stock banks, both in England and Scotland, 
creditors of that concern, and I have myself personally 
charged the managers with their having improperly extended 
credit to that establishment upon the re-discount or deposit of 
paper, which they must be very well aware was not proper 
legitimate banking paper, and the answer that was given 
to me by them was, not by one, but by many, that it was 
no matter to them ; all they looked at from time to time 
was the composition of the share list. Had it not been for 
that system of unlimited liability, such improper credit would 
never have been extended, because when a private banker 
takes paper to re-discount, which he would very rarely 

' ' venture to do, except under circumstances which he coula 

explain when he takes the paper to re-discount, the bank, or 
discounting establishment taking the paper, scrutinizes the 

' character of the paper ; whereas in the case of the joint 

stock hank with unlimited liability, they look less to the 
character of the paper than to the credit of the innocent share- 

; holders, who know nothing of what is going on. 

895. Mr. /. A. Smith.'\ Why was the credit improper credit 
which you have spoken of ; that bank certainly deserved the 

, credit ? — I apprehend it was improper credit, because there 

f was sufficient notice to any prudent man that the bank v^as 

^ dealing in transactions that were not legitimate banking trans* 

I actions. 

■ 896. As far as the question of credit went, the credit I 

understand was deserved ? — No, I apprehend not. 

897. It was deserved by the character of the shareholders; 
it was a legitimate credit as far as the character of the persons 

f borrowing went ? — The persons comprising the share list 

deserved the credit they received ; no doubt about that. 

^ 898. Wa$ not the fault and the error in those who allowed 

tbat 
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that business to be carried on without due inspection? — Mr. 

The difficulty of inspection in a banUog company must be ^- ^- Lietch. 
known to the Honourable Member ; in a joint stock banking jq j^ne 
company it is totally impossible for the shareholders to exer- 1851. 
cise an effectual oversight, 

89Q. Is not that fault inherent in the system, rather than in 
the law of partnership ? — The law of limited liability might be 
introduced into the joint stock banking system with very 
great public advantage. 

goo. How would it operate?— In the first place, by supply- 
ing a sufficient amount of capital to enable the company to 
carry on a legitimate business, and by not allowing beyond 
that an unlimited amount of liability to other outside creditors, 
so as to induce tbem to give reckless credit upon the respon- 
sibility of the share list. 

901, You do not think it would give any additional 
stimulus to activity of inspection and watchfulness on the 
pan of the shareholders ? — ^Yes, I think it would. 

902. How ? — I think the class of persons who would 
become shareholders in bauking companies with limited liabi- 
lity would be a different class from those that become 
partners in banking companies with unlimited liability ; the 
latter system, as regards the prudent man, has a tendency to 
confine the persons being shareholders to the more speculative 
class of persons. 

902.*Do8S not that answer go a long way to confirm the 
io^preasion that the fault in the case you have instanced was 
rather on the part of the shareholders than on the part of the 
law ? — I think the fault is more on the part of the law than on 
the part of the shareholders, far this reason, that that business 
in particniar, and probably it is the case with all other joint 
stock concerns, does not afford anything in the nature of an 
entire and sufiicient oversight on the part of those not actually 
personally engaged in the management. The law then^ by 
compelling all those persons not concerned in the management 
to be responsible to their last shilling, has a tendency, I think, 
to drive cautious people away irom those companies. The law 
certainly produces the result of driving away persons of capital, 
who will not run the risk of ita^ 1q$s by becoming partners. 
Even the short experience we have had of these companies 
has already shown what lamentable results follow from the un- 
limited liability of shareholders who have no control over the 
management of the companies, and consequently I think the 
tendency to withdraw from such concerns will go on increasing 
from day to day, and that we shall not find persons of sufa^ 

stance 
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Mr, Stance and caution so willing to enter into joint stock com- 
r. C. Lietch. panics, and certainly not into joint stock banks, with unlimited 
jqjune ^'^WlJ^yj as tlicy would have been 20 years ago. 
1851. 9^3- Do you think the consideration of that matter of liabi- 

lity in respect of rail\va5'S has proved that unlimited liability 
makes persons cautious in the enterprises they embark in ?— 
I think so ; I do not say sufficiently cautious, but the results 
have been very different in the cases of railways and banks. 

904. Has not ihere been a great deal of wildness of specu- 
lation in the branches of various works that have been under- 
taken ? — There has. 

905. Do you think that that would have been carried on 
with the same reckless disregard of consequences if the railway 
shareholders had been exposed to unlimited liabihty ? — ^I think 
to a greater extent, because the facility of obtainin;» unlimited 
credit would have been much greater, and I think that if the 
managers of those railways had had the power of pledging the 
credit of their proprietors to an unlimited degree, mt should 
probahly not have seen the crisis even yet. 

906. Granting that to be true, do you think the share- 
holders would have allowed the directors to embark in such 
works without more scrutiny, if they had been exposed to un- 
limited liability ?— The facts in regard to the banks show that 
they do allow them to go on to a most ruinous extent. The 
experience of railways, so far as they have gone, shows that 
the proprietors generally, if not personally cognizant of 
what is going on, are easily misled. Had it not been for 
the financial embarrassments of the railway companies, they 
would have gone on to wilder schemes, and they would not 
have been stopped by their financial embarrassments so early, 
if the directors could have raised money on the personal 
liability of the shareholders. 

907. But do you not think that in the experience of rail- 
way enterprise you have a fact which rather militates against 
your impression, that limited liability is a safeguard against 
undue hazardous and rash speculation ? — I think it shows that 
that would not prove a complete safeguard ; that even under 
limited liability there would be reckless speculation and fraud 
and mismanagement ; but that does not show it would not be 
a safeguard to some extent. 

908. You do not think that limited liability would be an 
entire safeguard, even to banks?— I think possibly not; even 
then capital would be occasionally wasted. 

909. Have you ever heard of the United States* Bank in 
North America ? — ^Yes, 

i)io. Do 
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910. Do you know the facts relative to that bank ? — Only Mr. 
generally. ^' ^* ^^^^*« 

911. That was a bank under limited liability r — I believe ^ j^^^^g 
it was. 1851. 

912. Mr. EwarL] Did not the ihe United States' Bank 
exceed its proper banking limits by s|)eculations in cotton? — 
I apprehend that was not a legitimate banking transaction. 

913. Chairman,'] With reference to the North Country 
Bank you spoke of, how much was their capital?— £.149,000. 

914. And their liabilities? — Close upon 2,ooo,oooA 

915. That was with unlimited liability? — Yes. 

916. Mr. y. A. Smith.] Have those h'abilitics been since 
discharged ? — They are not quite all discharged. 

917. They will be?— They will be discharged, but with a 
result that is most frightful to contemplate. 

918. To the shareholders ? — Yes. 

919. But the public have been protected ? — Yes, the public 
have been protected after a sort ; that is to say, after waiting 
a considerable time, and by a process of the Court of Chan- 
cery, I hope they will get their money. The public have been 
very seriously inconvenienced, and the investors most seriously 
inconvenienced. I now speak of the dej)ositors ; they have 
felt considerably the effect of the failure of the bank, 

920. Does that mean anything more than that great personal, 
private and general inconvenience is produced by the stoppage 
of a bank, and the withholding for a certain time of the funds 
of the persons who have deposited in that bank ? — Not only the 
evils mentioned, but great destruction of property to the country 
has followed from this reckless system of raising money upon 
the shareholders' credit and unlimited liability, that money 
having been expended in speculations which would never have 
existed if it had not been for the facility of raising money upon 
the credit of the shareholders of the compan}-. 

921 • You admit, on the other hand, that limited liability is 
not a perfect protection against misconduct on the part of 
directors ? — Certainly. 

9*i2. And it is clear that unlimited liability does, even in the 
strong case mentioned by you, give protection to the public ? — 
I think not. In this present case, that is, in the strong case 
mentioned by me, the public have in the end been protected, 
because the proprietary were very strong ; but the result is, 
that the sacrifice of property has been very great, and had it 
not been for the panic of 1847, which brought the bank to 
a close while its proprietary were yet solvent, probably a dif- 
ferent result would have ensued. I may mention that there were 

upwards 
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Mr. upwards of 18,000 shares, and not above 2,000 or 3,000 will 

^ifl ^^ P^^^ upon to the end ; the holders of the rest have become 

19 June insolvent, and more than two or three suicides have resulted, 

1851. and the consequences altogether have been very frightful. 

More than one banking company are creditors, who have not 

yet got paid. 

023. Can you instance one ? — In the Newcastle Joint Stock 

Bank, another banking company in my neighbourhood which 

stopped payment four or five years ago, the liabilities are not 

paid yet. 

924. But they will be paid ? — Some of them are compro- 
mised; some will get 6^. 8rf. in the pound, and the affairs 
will be wound up in that way. The creditors have not been 
fully paid ; a great part have been, but a portion have not been 
fully paid ; and in one of the West Riding of Yorkshire banks 
I believe also many of the debts were not paid in full. 

925. Do you know of any joint stock baiik, with unlimited 
liability, failing where that has not been the result? — No, 
certainly not ; I do not know any instances where the great 
bulk of the creditors have not been paid. 

926. Is not it a very great object in reference to banking, 
that the creditors of the bank, and the depositors in the bank, 
and the persons trusting that establishment, should be protected 
aofainst loss? — I think it is. 

927. And protected a£tainst the consequences of misconduct 
on the part of the directors, with whom they have nothing to 
do? — I think it is of great importance that the public should 
be protected, but I think that question must be looked at 
generally, that is, taking all things into account together, both 
for the creditors, for the shareholders and the public generally. 
I by no means say that considering the creditors only, and 
putting out of Ihe question every other interest, that the result 
of safety to the creditors is best arrived at on the principle of 
unlimited liability ; on the contrary, I think the result would 
be better secured by limited liability. 

928. To the creditors ? — Yes. 

929. How? — Because the same recklessf trredit wotfM not 
be attainable by the managers if tF/ere were not the shareholders 
to fall back upon. I can mention a circumstance in relation 
to one of those companies. I was conversing with the manager 
of one of the Scotch banking companies about the itnproper 
credit extended to the North of England Bank, and I obtained 
the answer to which I have before alluded ; viz., that they 
looke f only to the share list, and the party went on to say, 
" even now a certain estat^ishment wants 100,000 /. and they 

have 
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have sent us a parcel of the veriest trash that can be gathered Mr. 

together." My answer was, " I think you deserve to lose T, C. Lietch, 
your money/* "Y" 

930. Mr. JSwart.] Do you think it more desirable that the '^SaiT 
public should rely ou the amount of capital in the concern, 

which capital is certainly liable, or on the responsibility of 
certain names, though the parties owning those names are 
subject to unlimited liability ? — I think it is better for the 
public to rely upon the paid-up capital which they certainly 
know than upon the unlimiteil liability of parties where the 
capital is not paid up. 

931. Mr. JEvam.] You said under a limited capital more 
respectable and more wealthy persons would be inclined to 
join in joint stock banks? — Yes, I think so; I know persons 
of considerable wealth who have wished to become share- 
holders in joint stock banks, and have been deterred from 
doing so entirely from the knowledge that they would become 
responsible for the whole extent of the property, and that feel- 
ing is going on and becoming stronger daily in consequence of 
seeing the frightful evils resulting where those establishments 
have stopped payment; from seeing in fact the system of 
unlimited credit that is so improperly extended to the mana- 
gers of banks upon the faith of the shareholders being liable to 
the utmost extent of their property. 

932. In Scotch joint stock banks, do you know that a 
great portion of the neighbouring landed gentry have shares in 
the bank ? — I believe that is so. There are only two banks in 
Scotland that have limited liability -, the otl>ers have unlimited 
liability ; but it is not found thai credit is less easily extended 
in Scotland to the banks that have only limited liability than 
to those that l^ve unlimited liability ; and I may state, that 
I have learned from the managers of several of the large 
Scotch joint stock banking establishments that there they 
exercise really no care or scrutiny whatever over the character 
of the shareholders. The system is so entirely different there 
from what is pursued in the district I come from, that the 
credit they think of is the paid-up capital ; they do not look 
in any manner to the character of the persons coraiposing the 
company. 

933. Are you not aware that they give great facilities to 
their customers, and also that there have been few instances in 
which the banks have broken or given any trouble ? — There 
are not many instances in which the banks have stopped pay- 
ment there, but that has arisen from their never having 
attempted rediscounting, and from the system of securities 

adopted 
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Mr. adopted by them. I believe it is unknown, except in tlie case 

^^^'^'* of the exchange and railway banks, for a Scotch bank to at- 

iQ June tempt to rediscount at all, or extend their business beyond the 

1851, legitimate limit and extent of their own capital, and that of the 

depositors of their own district. But the case is very different 

where banks re-discount after lending to their own customers, 

which can go on ad wfinitum. 

934. You think the Scotch directors more prudent men than 
the English ? — They have been so far, undoubtedly. 

935. Mr. Ewart.^ Let us take the case under the three 
classes ; first, of the investor ; secondly, of the creditor ; and 
thirdly, of the public. First, do you consider that a limited 
liability would be safer to the investors than an unlimited 
liability ; that is, to the shareholder, the person who invests? 
— I think it would be best for the investor, because he knows 
the extent of his liability, and he is not thus, exposed to the 
risk of, perhaps not insolvency, but something amounting to 
what is very like it. 

936. Would it give him the advantage of a division and 
distribution of his capita], so that he would not be so likely to 
put it all in one concern ? — Yes, 1 think it would. 

937. Looking next to the creditor, which is the most favour- 
able to him ; speaking now of the payment to the creditor? — 
1 would be understood in giving this evidence to be confining 
it to joint stock banks. I think that the creditors would be 
safer in dealing where there was paid-up capital, knowing in 
fact wjjat they would be dealing with, rather than trusting to 
the liability of a fluctuating body of shareholders. 

938. Now, thirdly, as to the public ; would it be an advan- 
tage to the public, inasmuch as it would liberate capital and 
allow of a more easy means of distributing that capital amongst 
several objects ? — I think it would be so ; it would liberate 
a considerable amount of capital which cannot be profitably 
employed, or the employment of wdiich is restricted to a con- 
siderable extent from the fear of the unlimited liability which 
at present attends such investments. The system of limited 
liability would enable persons of capital to advance to joint 
stock concerns a limited amount with greater confidence ; 
and this result would follow to a very great extent with per- 
sons of moderate means, w ho are now precluded from investing 
their capital in concerns where a combination of small capitals 
would be attended both with individual profit and great public 
advantage. 



Mr. 
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Mr. Edwin Wilkins Field, called in ; and Examined. 

939. YOU are a Solicitor of considerable experience?— In Mr. 
some practice. With reference to the matter of joint stock ^* W. Field, 
partnerships I was entrusted by the Board of Trade in drawing i^^ne 
up the heads of the late Acts of Parliament for winding up 1851. 
joint stock companies, after there had been some previous acts 
which had failed, and the present Act was drawn up mainly 
from my draft, prepared by myself; I have also been a great 
deal engaged in winding up the North of England Joint 
Stock Banking Company, and the St. George's Steam Packet 
Company, trading between Liverpool and Dublin ; both being 
trading companies which have failed, but of different charac- 
ters. I would wish to say, first of all, it seems to me, from what 
I have heard to-day, that one point has not been enough in 
the mind of the Committee ; namely, that there are such 
things as dishonest creditors as well as dishonest debtors ; and 
I believe that the extent to which dishonest and improper 
credit is given (detrimental therefore to the public, and by 
this part of my answer meeting the third head of the last 
question to the last witness) is very much owing to the sys- 
tem of unlimited liability; because I have no doubt at all that 
in most of the cases of very great and mischievous credit 
having been given to these unlimited liability companies, it 
was given with the full knowledge on the part of the creditor 
that the money he was lending was being improperly applied, 
whilst the parties whose whole fortunes were involved had 
very little chance of knowing that the money was being im- 
properly applied ; I do not think the whole Board of Directors 
themselves knew it ; but it must have become known to the 
creditors from the character of the paper presented for dis- 
count and used for raising an extended capital ; it must have 
been known to the parties advancing the money that it was 
capital advanced for questionable purposes. 

940. You think that arose in a great measure from the 
unlimited liability ?— Entirely, and for this reason ; the first 
rule of a banker who deals with private traders, is to measure 
the responsibility of the parties' they deal with, by reference 
not to their wealth so much as to the manner in which they 
arc doing their business. They consider whether their cus- 
tomers are doing their business in a proper way or not, that 
is, whether it is an honest or a dishonest business ; however 
great the parties they were dealing with in point of credit anH 
supposed wealth, if they saw they were bringing bills that 
were not honest, they would not discount them; but now 
0.51- K they 
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Mr. they do not mind, when they are dealing with a joint stock 
£. W. Field, company with a large share list, how bad the paper is the 

"■^ joint stock company brings them; indeed they encourage it ; 

?85i. they treat the paper as of the second class, and ask for a 
higher rate of interest upon it. The manager being only in- 
terested in doing a great business, goes on making these im- 
proper discounts to a great and ruinous extent ; the manager 
knows it very well, and so debts are run up from the facilities 
of obtaining credit. In the North of England bank, on a 
capital of 150,000/., they managed to incur liabilities to 
upwards of 2,000,000/. 

941. Then you conceive that the question of unlimited 
liability in joint stock banking companies has the effect of 
causing frauds very often ? — Particularly ; it causes what I 
call dishonest and unwholesome credit to be largely given, and 
I think that is a part of the question not at all met by any 
inquiries as to how far the creditors of these companies ulti- 
mately get paid ; in point of fact, the dishonest creditor is 
always the man who gets best paid ; he knows very well who 
he is dealing with, and the character of the parties he is 
dealing with, and the way in which the manager is employing 
the money, and he takes care of himself and stops the bank 
just at the moment when he can stop it to his own advan- 
tage ; he goes as far as he dare go, and then stops it ; that is 
the effect of unlimited liability. 

942. Would not that be very greatly corrected, supposing 
limited liability, under proper restrictions, to prevent fraud, 
was introduced ? — Certainly ; and I will venture to say there 
seemed to be involved in some of the questions asked, what 
may be said to be a common fallacy on this subject. There 
is no law, at this moment, against unlimited liability as the law 
of partnership; the law that throws the difficulty in the way, 
is the law of evidence. There is no law against limited lia- 
bility ; almost every insurance company is legally carried on 
tinder a system of limited liability ; the reason why these com- 
panies can now be carried on under a system of limited liability, 
applies, however, to scarcely any other business ; it is that every 
contract as to insurance being in writing, there is an opportunity 
of putting into that contract the terms that the liability shall be 
limited to the anjount of the share of every partner, and the 
law recognises that contract when made, and will not allow 
any one of the shareholders to be sued for anything more than 
the amount of his capital unpaid up. There was a case, not 
long ago, in which Lord Denman (I think he was the judge) 
non-suited a person attempting to recover from the shareholders 

in 
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in an assurance office, under, I think, a sea policy, more than Mr. 
the amount of his capital ; if, therefore, there were any means ^- ^- ^^^f^^- 
of dealing with the law of evidence so as to make a notice ""T* 
from any trading concern, notice to all the world that that ^K"^ 
concern stipulated to deal with all the world upon the limited ^ ' 

liability system only, the law would recognise that now. 

943- Something like what carriers' "notices are ?-- Yes, 
precisely ; and if you could only extend the law of evidence 
to say, that certain notifications shall be sufficient notification 
of the intention of the parties to deal in that way, the law of 
England at this moment would recognise that dealing. 

944. Whether carried out in that form or by a law for the 
purpose, you appear to have a clear opinion that it would be 
beneficial to introduce it ? — Certainly; if you found the great 
causes of failure, as you would find them, traceable, in each 
individual case of failure, to the system of unlimited liability, 
and find that the failures are such, and to such an extent, as 
would not have existed under the law of limited liabihty, it 
seems to me you have come to an inductive analytical result, 
and would have dissected the carcase of a great dead trading 
company, and found all its diseases to arise from the law 
of unlimited liabihty. 

945. Mr. JSwart.] Have you had an opportunity of seeing 
the dissection of that defunct company you have spoken of? — 
Yes. 

946. And do you, from your remembrance of such dissec- 
tion, trace a very great part of its misfortunes to the absence 
of the law of limited liability ?— Yes ; I think if they had 
failed under the law of limited liability, they would have 
had money enough to pay their debts, and possibly even to 
make a little return to the shareholders, instead of there being 
1,900,000/. liability at the time of the failure. 

947. Chairman,'] Do you coincide in the evidence given, 
as to the evils that arise from this system, by the last witness ? 
— Yes. 

948. You were going to state some other instances that 
have come under your notice? — I was going to speak of 
certain evils that arise from that source ; one case I know of 
a party who was set up in a very speculative business, who 
had a large amount of money advanced to him ; I know none 
of the parties, and cannot say that he was a relation, and that 
it was done from a personal motive ; but he had advanced 
him more than the whole capital of the bank ; bills were 
drawn upon him to that amount, all that paper being credited 
with the different banks who re-discounted it. That could not 

0.5 !• K 2 have 
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Mr. have happened under the law of limited liability. No man 
E. TV, Field, jygt started in a speculative business would have been assisted 

iTjune "^ ^^^^ ^^^y' ^^^® discounts going on for many years. No 
18/51. limited liability bank could have consumed the whole entire 
paid-up capital in the bank in one single credit. 

949. You say that could not have possibly happened? — 
Not under any system of limited liability, because people 
would have looked at once at the nature of the dealings 
pointed out by the paper itself. 

950. Mr. Evans.] You said that you thought, as I under- 
stood you, that in many cases of gross malversation, the 
directors knew nothing about it ? — The mana^iers and two or 
three directors might know, not the rest. 

951. Do you mean the manager knows nothing about it? — 
I mean that he must have known, 

952. I thought you said the directors? — All I speak of the 
board of directors in all these companies is, that not more 
than two or three know the minute working of the concern. 

953. In the case you have now stated, of the advance being 
made greater than the whole capital of the bank, do you suppose 
the directors knew it ? — Probably some did, and some did not. 

954. You say that in general it is only one or two of the 
directors that know anything about it? — Yes. 

955' When they do those things, is not it for their own pri- 
vate advantage ? — No doubt it is for the advantage of those 
whom they wish to serve. 

956. Do you suppose if a bank were upon the limited system 
there would be no interest of that kind in those one or two 
directors? — Not *' no interest,'' but no power by ^vhich the 
whole capital of the bank could be lent to one man at once. 
Unless they had had a very large power of borrowing money 
from other sources, the business of the bank would have stopped 
that day ; no bank carried on properly upon its capital could 
have lent the whole of its capital in that one transaction. After 
such a loan there would necessarily be an end of all their 
dealings. It is the immense power of borrowing that enables 
such extraordinary and abominable transactions as that to come 
about. 

957. You think that a bank with a limited liability would 
not have such a power of borrowing ? — Certainly not. This 
transaction took place many years before the bank stopped. 
The money in these cases of unlimited liability partnerships is 
lent to the concern upon the faith of the share list alone, 
and with something like a certainty by the lender that it will 
be misapplied. 

958. Mr. 
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958. Mr. JSwari.] Do you not consider that it is better to Mr. 
lean on the amount of the paid-up capital than on the names ^* ^- -'^^^'^• 
of the shareholders?— Certainly ; but more on what can be liTjiTne 
seen by the lender to be the method in which the business 1851. 
is carried on ; that is what I call honest credit, as compared 
to what is dishonest credit. If the creditor knows when the 
money is being applied for, that it is borrowed not for the in- 
terest of the concern but for the interest of a particular 
manager, who wants to help his own friends and relations, 
he ought not to lend the money, and if it were a limited lia- 
bility partnership he would not. 

959' Chairman.'] Can you mention any practical instance, 
within your own knowledge, which proves the point you have 
laid down ? — In the bank so often referred to, many years 
before the stoppage, compromises with the debtors of the bank 
had been entered into, and compositions taken payable by bills 
at long dates. The managers of the bank, in order to have 
extra means of raising capital to carry on the concern, also 
obtained as a part of the terms of the compromise from the 
compounding debtors second sets of bills for the whole amount 
of the original debt so compounded, upon promises that the 
debtors should never be called upon to pay them, but should 
renew them from time to time as long as they thought fit. For 
many years those bills, so renewed from time to time, went 
about to the great discounting establishments of the country, 
and were discounted over and over and over again, and I can- 
not but believe, knowing how the great discounting establish- 
ments carry on their business, and how very much they know 
of all the affairs of those who are parties to mercantile bills, 
that it must have been extremely well known to a great number 
of them that they were discounting nothing but a set of " kites," 
and enabling that joint stock bank for a number of years to 
carry on business, and to involve its partners and an entire dis- 
trict of country in a larger vortex of ruin. 

960. You think such would not have been the case under 
a bank with limited liability ? — Certainly not ; because to have 
stiown to the great money lenders any one transaction of that 
sort, would at once have been to have stopped all the credit of 
the bank with the lending establishments. 

961. Mr. MoJTis.] Do you think that if any bank would act 
so imprudently and inconsistently as to make advances in the 
way you state, they would be at all restrained from doing so 
by the circumstance of their acting on limited liability? — They 
would have known very well that the bank was in that state, 
that if it were a limited liability bank it would not pay the 

0-51. K 3 debt 



150 MINUTES OF EVIDENCE TAKEN BEFORE THE 

Mr. debt if they lent the money ; there would be nothing to give 
E. W. Field, credit to, and then they would not have lent their money. 
loTune ^ notice to them that money was wanted on such " kites" as 
1851. those spoken of, would have been tantamount to a notice that 
the bank was insolvent ; for if their liability was limited to the 
joint stock purse, and if the bank capital was all taken out, 
of course the joint stock purse must have been insolvent ; 
the joint stock purse being empty, they must have been in- 
solvent. 

962. It must have been known to themselves and to the 
parties who lent the money ? — Yes. 

gS^. Not to the money brokers here, for instance, the 
bankers in London ? — Oh, yes ; they would have seen those 
renewed bills over and over again. 

964. Chairman.'] Your opinion is, that the limited liability 
system would have prevented such a system of re-discount ? — 
It would have led to a stoppage of the bank before the whole 
capital uas absolutely lost. I should just say that the same 
system of ipi proper credits and reckless dealing on the part of 
the manager were fostered entirely, as I believe, by the un- 
limited liability system in the case of the steam-packet com- 
pany trading from Liverpool to Dublin. 

965. Mr. Morris.] Your evidence has been "chiefly with 
respect to banking transactions; would the same principle 
apply to all other commercial dealings ? — I speak now par- 
ticularly of the steam-boat company ; the business of the com- 
pany being the owning of a great number of steam-boats and 
running them principally between Liverpool and Dublin and 
Cork and Liverpooland Bristol. They had a large number of 
boats, and a very large capital, and that went on for many 
years ; they had a great name and the shares were sold for a 
great deal of money, which ultimately turned out to be all 
lost years before ; and I believe that the principal difficulties 
througl] which that concern fell arose from the almost un- 
limited facilities of the managers in borrowing money, from its 
tempting ihem to go on to an extent of business that was 
utterly unjustified by the proper capital of the concern, but 
which gave them immediate honour and glory in the eyes of 
the proprietary, and enabled them to make apparently large 
dividends, such dividends being really paid out of capital 
borrowed, on terms very easy, but in that improper way ; in 
fact, both those failures are very mainly to be attributed to 
the unlimited liability system and its consequent unlimited 
credit, a credit not based on any reference to the mode in 
which the business was being carried on. 

Mr. 
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Mr. John Duncan^ called in ; and Examined. 

966. Chairman.'] YOU are a Solicitor? — lam. 1 n^^' 

967. You have turned your attention to the subject into ' u»^ ^» 
which we are examining, namely, the advantage that 19 June 
would be derived from the introduction of limited liability of 1851. 
partnership, under due regulations, to prevent fraud ? — I have 

given very considerable attention to it. I was examined for 
two days before Mr. Gladstone's Committee in 1844. At that 
time the inquiry before Mr. Gladstone's Committee was 
limited entirely to the regulation of joint stock companies, 
without inquiring particularly into the nature of the partner- 
ship law, therefore the subject wras not then taken up by that 
Committee to recommend legislation upon it. I have since 
given a great deal of attention to it, and if I may be allowed 
now, very briefly, to state the matter to the Committee in the 
way in which it presses upon me, I believe that would be tlie 
most convenient course, and would shorten my observations. 

968. Will you be good enough to do so? — I wish to draw 
the attention of the Committee, first, to this simple fact ; that 
all the railway, gas, and water and dock companies, and 
almost all the telegraph companies, as a matter of course, have 
limited liability. It is impossible to trace why they have got 
it, but they have got it as a habit, and for any extent of capital 
they desire. Whether a project be to make a railway from 
one small place to another, or to provide gas to supply any 
town, great or small, all those companies as a matter of course 
come to the Legislature and ask for and obtain limited liability. 
They are commercial companies, and one cannot trace the 
reason why they should have limited liability a bit more than 
any other company, but it is so. Then one finds in addition to 
those who thus get, as a matter of course, this privilege, that 
the Board of Trade will give to some companies limited 
liability, to others they will not. And there is a practice at 
present also of giving limited liability to almost any joint 
stock company that seeks to carry out an object connected 
with Ireland. I have been at the Board of Trade lately upon 
some Irish matters, and I find that to be so. There again, 
without knowing why, or finding any general principle regu- 
lating the matter, you see certain commercial undertakings 
getting this privilege, if it be a privilege, or getting this advan- 
tage of limited liability. It is impossible to say why they 
should justly or prudently get it more than other companies 
that are formed in England or Scotland. Therefore my im- 
pression, on reflection, has been, that as to joint stock com- 
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Mr. panics formed under the Act of 1845, putting aside banking 
X Duncan, companies for a moment, looking at all other partnerships but 
iq"june those for banking, — the time has arrived when joint stock 
1851, companies formed under the Joint Stock Companies' Act ought 
to get limited liability introduced into all deeds of settlement 
for their formation. And I would observe, as an additional 
reason for this, that the Act of Parliament, and the deed of 
settlement framed under it to the satisfaction of the registrar 
appointed by the Act, guard as carefully as they possibly can 
the shareholders against a liability beyond their subscriptions. 
Now I cannot see why the law should have this care regard- 
ing the shareholders to protect them against unlimited 
liability, and yet not publicly and openly say they shall have 
limited liability. The shareholder is protected who belongs 
to a railway, gas, water, or dock company, or to those other 
companies that get charters from the Board of Trade; but 
why that should be so, while to other commercial joint-stock 
companies limited liability is refused, it is difficult to deter- 
mine. Then proceeding from joint stock companies you come 
to general partnerships of all kinds ; and there, if I may be 
allowed to say so, I think the Committee on consideration 
will see that mining companies spring from them as a separate 
class altogether, because they are carried on generally by a 
separate law of partnership, called the *' cost book principle," 
which is a sort of mixture of limited and unlimited liability ; 
it is a principle, applicable I think only to Cornwall by law, 
because there is in no other county but Cornwall a Stannary 
Court to put into operation the law on the cost book principle 
as between partners; but still as the cost book principle has 
been applied to mines in Cornwall satisfactorily, therefore it 
has also been applied to mines at work in other counties ; 
I mean that companies have been formed in North Wales, 
South Wales, and Devonshire, some of which I am personally 
acting for, and I know that while they have no Stannary 
Courts to carry their litigations into, and to have their partner- 
ships managed and regulated, as is the case in Cornwall, yet 
they are conducted upon the cost book principle. I recom- 
mend that the system of partial limited liability under the cost 
book, brought about by the necessity as it were of persons 
exposed to great risks trying to get some species of protection 
by limited liabiHty, should be extended ; that mining adven- 
turers should be placed in the position, that the law should be 
open and frank with them, and should allow them to form 
partnerships with Umited liability for mining purposes, without 
the particular formalities of the cost book. Mining partner- 
ships 
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ships are entitled to this, because they are subjected to such Mr. 
great risks. If you take mining partnerships away from the *^' ^ncan. 
general class of partnerships, my impression is that you will injuiiie 
then find partnerships divide themselves into agricultural part- 1851. 
nerships, — into retail or shopkeeper partnerships, — and into 
the mercantile partnerships of a larger character. Now as to 
all the objections that are to be found, either stated in evidence 
or in reports, or in the blue books that have been published 
by the House of Commons against granting limited liability, 
my impression from reading them is, that although some of 
these objections hit the latter class of partnerships, namely, 
the mercantile and wholesale trading partnerships, they do 
not touch agricultural partnerships nor retail trading partner- 
ships; and, therefore, the system of limited liability could 
to-morrow be put into force with respect to agricultural and 
retail partnerships, without in the least degree coming against 
even a prejudice, — these could be introduced, and would be 
found not to interfere with the objections that have been 
made to the alteration of the law of partnership, as regards 
mercantile partnerships and partnerships of a large character, 
in which the huge credit system, with bill transactions over all 
parts of the world, is involved. 

969. Then you seem to consider that for the two former 
classes it should be so ? — I do recommend it for them ; an 
eminent member of this House had some conversation with 
me upon this subject prior to this Session, in regard to agri- 
cultural partnerships ; and I remarked to him, that it was 
a singular thing, which it is, how few partnerships there are in 
farming. You find almost all over the country individual 
farmers ; they are manufacturers of food, but yet you scarcely 
ever find them with capitalists by their side, as partners, to go 
into business with them ; they are capitalists and manufacturers 
in themselves. Now it struck me, and always has done so, 
that that system on the part of the farmers, being without 
partners, arises from the danger of the partnership law, and 
that if this danger were removed, by enabling parties to go 
into partnership with farmers with nothing more invested 
and nothing more risked than the small capital they put into 
the farming partnership, jou vrould then find farmers assisted 
with capital right and left by different parties ; there would 
be always relatives and others ready to assist them ; and even 
landlords themselves might go into partnership with their own 
farmers with no discomfort at all nor unhappiness, because 
they would know that the particular sums which they invested 
with their farmers were all that were risked, and they would 

get 



1.54 MINUTES OF EVXDRNCE TAKEN BEFORE THE 

^^' get additional rents, in the shape of shares of the profits, and 

^wncflw. ^^jj.g ^ deeper interest in the success of their tenants. 

19 June 97^^- Mr. Ewart] Are you able to state whether in France 

1851. and the United States of America, where the law sanctions 

the principle of limited liability, such agricultural partnerships 

take place ? — I do not know it of my own knowledge. 

971. Chairman.'] Your statement is, that you think if 
limited liability were introduced, many persons would be 
willing to advance their money to faimers of good character 
carrying on the business of farming ? — If they had that limited 
liability introduced it would be so. 

972. Are you not well aware that at present one of the 
great difficulties that farmers have to grapple with, is the want 
of sufficient capital to carry on, to advantage, the business they 
undertake ? — It is so certainly, and it was for that reason that 
I gave my mind to the subject, to draw up a practical measure, 
and that I spoke to a Member of this House, whom I knew 
to be very much interested in the question. 

973. Is not one of the causes why much of the land of this 
country is not sufficiently well cultivated, the deficiency of 
capital on the part of the farmer ? — That is a large question ; 
all that I know is, that farmers want capital. 

974. Would not the mode that you speak of lead to their 
safely finding that capital ? — It would. 

975. Do you not believe that if such a law of limited 
liability, as applicable to agricultural partnerships, was intro- 
duced, in many instances the relatives of those farmers residing 
in towns, andi others, would be willing to affi^rd them, to a 
limited amount, capital which at present they withhold? — 
I feel certain it would be so, and the same would take place 
with regard to retail trading partnerships ; and my impression 
is, that it would be attended with great social benefit in this 
respect, that the present law obliges a relative to help a relative 
by taking up a position, a painful one, and anything but 
sympathising, namely, that of debtor and creditor, instead of 
being in the position of partners, — instead of the character and 
feelings of a relative, and the sympathy of a relative being 
kept up, it actually places the parties in a situation of an- 
tagonism, that of debtor and creditor; when the system of 
trading is going on prosperously under that principle, there 
is, perhaps, no inconvenience felt, nor jarring to mutual 
sympathies and friendship ; but let embarrassment come to 
the person who is carrying on the trade with a relative as a 
creditor, then they either quarrel as having opposing interests, 
or the trader sits down with his relative as the person nearest 

to 
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to him, while all the other creditors are at a distance to see Mr. 
in what way that particular creditor can be protected, and the J. Duncan. 
others can be defrauded ; that brings about a system of mis- — *-" 
chief,— trace that mischief back, and you will find it to arise ^igl"^^ 
because you have, by the law of unlimited partnership liability, 
shut the door against the relative lending money to the party 
in trade by the system en commandite. If that system were 
introduced, the party who had advanced capital would, when 
embarrassment arose, be obliged to sit down along with the 
debtor and merely endeavour to console him, and to discover 
what was the honest way of settling and winding up the 
latter*s affairs, rather than to find out how to cheat the other 
creditors. 

976. The general result of your evidence and opinion is, 
that laying aside those employments that are of a speculative 
nature, or not now entering into questions relative to them at 
all events, you would recommend the limited liability system 
to be introduced relative to farming and retail businesses, 
which are not of a highly speculative character ? — Certainly ; 
to which I would add, as a separate and particular branch, 
the promotion of patented inventions. There has been a great 
deal of commiseration professed towards the poor inventor ; 
he has been oppressed by the high cost of patents ; but his 
chief oppression has been the partnership law, which prevents 
him getting any one to help him to develope his invention. 
He is a poor man, and therefore cannot give security to a 
creditor ; no one will lend him money ; the rate of interest 
oflTered, however high it may be, is not an attraction. But if 
by the alteration of the law he could allow capitalists to take 
an interest with him and share the profits, while their risk 
should be confined to the capital they embarked, there is very 
little doubt at all that he would frequently get assistance from 
capitalists ; whereas, at the present moment, with the law as 
it stands, he is completely destroyed, and his invention is use- 
less to him ; he struggles month after month ; he applies 
again and again to the capitalist without avail. I know it 
practically in two or three cases of patented inventions; 
especially one where parties with capital were desirous of 
entering into an undertaking of great moment in Liverpool, 
but five or six different gentlemen were deterred from cfoing 
so, all feeling the strongest objection to what each one called 
the cursed partnership law. 

977. Mr. Ewart.] You would extend the privilege of 
limited liability to the two cases of agriculture and the law 
of patents ? — I would make all joint stock companies limited 

liability 
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Mr. liability partnerships, except banking companies, regarding 
J. Duncan, which there always has been so much discussion and diversity 
loJune of opinion; I would keep the latter as an entirely separate 
185,. subject. Then as to general partnerships, I would say, give 
limited liability to mining partnerships, and to agricultural 
partnerships, and to those for retail trading, and for the work- 
ing out of patented inventions; you then have an entirely 
separate class of partnerships, being those for mercantile and 
wholesale trading, which are the only partnerships that, ac- 
cording to my impression, the great objections at all touch, 
that it is dangerous to give them limited liability. You leave 
that large class for further consideration, and, if you please, for 
further legislation ; but you may go up to that brink or line 
with legislation, without, as I believe, running against any one 
of the objections to limited liability that have been made by 
several of the first men in commercial matters. If they were 
now to apply themselves to the partnership law, analysing it 
as I have suggested, or rather classifying partnerships, they 
would find their objections struck at mercantile partnerships 
only. 

978. You are aware that the Board of Trade at present 
have the power of granting a charter of limited liability that 
would apply to the cases you have mentioned ? — It is very 
rarely granted indeed, except your undertaking has some 
benefit to confer upon Ireland. If it confers benefit upon 
Ireland, you can get the limited liability ; but if you wanted 
to establish a commercial company in England for the same 
object, and applied to the Board of Trade for limited liability, 
my impression is that it would be refused ; while, if for the 
same object you applied for a new company with limited 
liability in Ireland, you would get the privilege. 

979. Do you think the reduction of the cost of obtaining 
a charter through the instrumentality of the Board of Trade 
would sufficiently facilitate the object you have in view?— 
Certainly not ; I have spoken of agricultural and retail trading 
partnerships ; charters would have no application to them ; if 
you speak of companies, my impression is, that the Joint Stock 

i (Companies' Act so regulates them now, and so anxiously tries 

B to take care that the shareholders shall not be liable for more 

than their subscriptions, that the law should at once speak out 
and say, that as regards those companies, they shall have 
limited liability. 

980. Chairman.] Have you any further observations that 
you wish to offer to the Committee ? — I should like to refer 
the Committee to the draft of a Bill which I hold in my hand 

for 
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for '' the formation and regulation of agricultural partnerships Mr. 
with limited liability." ^^ ^^^^«''- 

981. You sketched that out yourself? — Yes, before this igjune 
Session commenced, and I printed it for convenience of 1851, 
perusal. 

982. Showing, therefore, that your attention has been par- 
ticularly directed to this subject ? — Yes ; I had done this for 
a gentleman who is a Member of the House, and have com- 
prised within it, so far as I thought was necessary, the whole 
law as to these Jiniited liability partnerships, to come into 
existence as regards those to be formed for objects of agricul- 
ture. The short heads of the Bill are these ; under the first 
clause, I propose that partnerships may be formed with limited 
liability under a contract such as is set forth in the schedule to 
be lodged with the clerk of the peace. The clerk of the peace 
is to certify to the party that he has lodged the agreement with 
him, and is to transmit a copy to the registrar of joint stock 
companies in London. The clerk of the peace is to insert 
advertisements in the local newspapers and the " London 
Gazette," that such certificate hal been granted. The ad- 
vancer to such a partnership is not to be subject to the bank- 
rupt laws, and is to be answerable for his subscribed capital 
only ; an advancer may, by the commission of certain wrongful 
acts, be declared by a court of common law to be liable in 
like manner as a managing partner. If he did anything 
wrong or fraudulently in the partnership by reason of his in- 
fluence or interference, the way to punish him is to take away 
his protection. Then, all engagements of the partnership are to 
be stamped or marked with the intimation of limited liability; 
this would enable everybody to know what the engagements 
were, and what was the responsibility for them. Then no divi- 
dend is to be made, excepting out of clear net profits. I appre- 
hend that the greatest of all evils that would occur, or could 
occur in a partnership of this sort, would be that of dividing 
more than the profits, and so bringing the concern to ruin. That 
would require a very stringent provision. Violation of this rule 
by a managing partner to be a misdemeanor. Then certain 
books are to be kept by each partnership. Neglect thereof 
by managing partner to be a misdemeanor. Then there is a 
further clause, when and how managing partners may be dis- 
missed. That is a very particular clause, because from expe- 
rience we know there is a difficulty in France with regard to 
managers, that when once they get into a commandite partner- 
ship it is almost impossible to get them out. This clause is to 
the effect, that if the managing partner shall be found guilty of 

any 
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Mr. 2iny of the crimes named in this Act, or any other crime for 
J. Duncan, which he might be sentenced to imprisonment, or if for any 
~ two years successively after the date of the partnership no net 

?8^i"^ clear profits shall have been realized and divided, or if any 
part of the capital should be misapplied to other objects than 
those of the partnership itself, it would give the advancers a 
right to apply to any judge of any of the courts, upon sum- 
mons, to have the managing partner dismissed, and to have 
an arbitrator appointed to investigate at once the affairs, and 
to bring them to a close, or to place tliem under new regula- 
tions as circumstances required. Then the Lord Chancellor 
and other judges may make rules of practice. Then a clause 
gives power to sue in the partnership name. This Bill 
appeared to me to effect all that would be wanted to enable 
an agricultural partnership to be forn)ed and regulated from 
first to last with limited liability ; and such a Bill could be 
applied to other partnerships for retail trading — patented in- 
ventions — and for mining. 

983. Is there any other observation which you wish to offer 
to the Committee ? — I think not. 



mtrnt 
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THE following Form of Queries, as agreed to by the Committee, Appendix, 
was sent to different Parties for their written Opinion. The 
Answers are appended, with the Names of the Parties. 

Form of Queries. 

It has been proposed to limit the liability of partners to the amount 
of their respective subscriptions in certain companies or partnerships 
duly registered. 

It has been thought by some persons that such a measure, pro- 
perly guarded by regulations to prevent fraud and rash speculation, 
may assist useful investments for the combination of capital of the 
middle classes, and aid useful local enterprises. 

It is proposed that this measure should not extend to banking, 
insurance, or other employments for capital of a very speculative 
nature. 

Such partnerships of limited liability, under certain rules, are 
established in France, Germany, Holland, and the United States of 
America. 

It is desired by some parties that such partnerships should be in- 
troduced here. 

Your opinion is requested on this subject, with such suggestions 
as you may think useful. 

List of Replies. 

PAGE. 

1. J. Stuart Mill, Esq. - ----_. 100 

2. Charles Babbage, Esq. -----. 161 

3. E. Holroyd, Esq., Commissioner of Bankrupts - - I6I 

4. G. R. Porter, Esq. ------- 162 

6. H. B. Ker, Esq. ------- 165 

6. J. M. Ludlow, Esq, ------ 167 

7. Lord Brougham - - - - - - -170 

8. Alderman Hooper ------- 171 

9. H. J. Enthoven, Esq. -----. 171 

10. Mr. Van der Oudermeulen, of Amsterdam, Privy 

Councillor, &c. &c. ------ 171 

11. W. F. Mark, Esq., Her Majesty's Consul at Malaga - 172 

12. Sir G. Rose, Master in Chancery. - - -* - 173 

Letter to the Chairman from the Bengal Chamber of 
Commerce - - - - - - - - -173 

1i«-Reply 
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1, — Reply to Queries by J. Stuart Mill, Esq. 

The liberty of entering into partnerships of limited liability, similar 
to the commandite partnerships of France and other countries, 
appears 10 me an important element in the general freedom of com- 
mercial transactions, and in many cases a valuable aid to under- 
takings of general usefulness. 

I do not see any weight in the reasons which have been given for 
confining the principle to certain kinds of business, or for making 
certain employments an exception from it. The prohibition otcom- 
mandite is, I conceive, only tenable on the principles of the usury 
laws, and may reasonably be abandoned since those principles have 
been given up. Commandite partnership is merely one of the modes 
of lending money, viz., at an interest dependent on, and varying with, 
the profits of the concern ; and subject to the condition, in case of 
failure, of receiving nothing until other creditors have been paid in 
full. This mode of lending capital is evidently more advantageous 
than any other mode to all persons with whom the concern may have 
dectlings; and to retain restrictions on this mode after having 
abandoned them on all others, appear to me inconsistent and in- 
expedient. 

The only regulations on the subject of limited partnerships which 
seem to me desirable, are such as may secure the public from falling 
into error, by being led to} believe that partners who have only 
a limited responsibility, are liable to the whole extent of their pro- 
perty. For this purpose, it would probably be expedient, that the 
names of the limited partners, with the amount for which each was 
responsible, should be recorded in a register, accessible to all persons; 
and it might also be recorded, whether the whole, or if not, what por- 
tion of the amount, had been paid up. 

If these particulars were made generally accessible, concerns in 
which there were limited partners would present in some respects a 
greater security to the public than private firms now afford; since 
there are at present no means of ascertaining what portion of the 
funds with which a firm carries on business may consist of borrowed 
capital. 

No one, I think, can consistently condemn these partnerships 
without being prepared to maintain that it is desirable that no one 
should carry on business with borrowed capital; in other words, that 
the profits of business should be wholly monoplized by those who 
have had time to accumulate, or the good fortune to inherit capital: 
a proposition, in the present state of commerce and industry, evidently 
absurd. 

(signed) J. S. Mill 
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2. — Reply to Queries by Charles Babbage, Esq. 1 

The result of my observations on the manufactures of the country, 
has strongly impressed upon me the conviction that its industry and 
skilly as well as the application of its capital, are much impeded 
by the want of a law of limited responsibility in partnerships. I 
expressed ihat opinion nearly twenty years ago in the Economy of 
Manufactures, p. 361 Art. 435 ; and in a recent publication, the 
*' Exposition of 1851/' p. 128, I have stated the reasons on which 
it is founded. I annex an extract. 

(signed) Charles Babbage. 

" We have another law — that of partnership — which presents 
greater obstacles to the advance of the mechanical arts than even the 
defective state of the patent law. In England, whoever enters into a 
partnership, however small a share of the profits he is to receive, 
yet his whole fortune becomes responsible for any losses; In most 
other countries there are a class of partnerships called anonymous, or 
en cammafidite, in which persons willing to risk only a limited sum 
are entirely relieved of all further responsibility* 

" The effect of our English system is highly unfavourable to inven- 
tors. It prevents in all but a few cases a small capital from being 
raised by the joint contributions of persons more immediately ac- 
quainted with the character and prospects of the inventor, and who 
are in that respect best fitted to measure the cliance of his success. 

" A far greater impediment, however arises from its entirely pre- 
venting a considerable quantity of capital from being directed to in- 
ventions. Its operation may be thus explained. 

" Tliere exists in this country a great number of persons of manu- . 
facturing and commercial habits, whose knowledge of men is consi- 
derable, and whose judgment of the capabilities of a proposed scheme 
or invention is cautious and judicious.^ 

" Persons of this description often possess capital, or such credit 
as easily to command its use. If partnerships could be entered into, 
in which the liability was limited, many persons so circumstanced 
would naturally use their skill and knowledge in selecting a certain ^ 
number of schemes, in each of which they would embark a small sum. 
By thus spreading the risks over an extensive field, the profits to the 
capitalist would be much more certain ; whilst many an excellent in- 
vention now lost for want of capital to carry it out, would thus enrich 
its mventor and benefit the country,'* — P. 128, "The Exposition of 
1851." 



3. — Reply to Queries by E. Holroydj Esq. Commissioner of 

Bankrttpts. 

Sir, Court of Bankruptcy, 12 June 1851. 

In answer to the printed minute which I have had the honour to 
receive from you, as the Chairman of the Committee on the Law of 
Partnership, requesting my opinion on the subject of a proposed mea- 
sure to limit the liability of partners to the amount of their respective 

0.51. L subscriptions 
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Appendix, subscriptions in certain companies^ or partnerships duly registered, 

such measure being properly guarded by regulations to prevent fraud 

and rash speculation, I beg to state that I am of opinion that such 
a measure, guarded as predicated in the question, would facilitate the 

{)rofitable investment of tnoney by persons of small capital and useful 
ocal enterprises. 

I fear, however, that it will be found very difficult, if not imprac- 
ticable, to secure an efficient management of such a partnership by 
legislative enactment. One of the main things to be guarded against 
will be the exercise of an improper influence by the partners of limited 
liability, or the commanditaires, over the managing partners of the 
concern. Partners of limited liability may be pressing for a division 
of money as profits where no profit has in fact been made, when by so 
doing they hazard only a small stake in a concern ; and by a jew such 
divisions they might secure themselves from loss, though the concern 
proved insolvent. 

I incline to think, that previous to the introduction of any general 
measure to alter the law as to the liability of partners, it might be 
more prudent to extend the provisions of the 1st Vict. c. 73, and to 
facilitate the grant of powers and immunities to companies and 
partnerships under that act, as to suing, and as to limiting the indi^ 
vidual liability of partners. The benefit ^intended by the statute 
1 Vict. c. 73, is attainable by a process too cumbrous and expen- 
sive to be available to small undertakings. I would suggest for con- 
sideration, whether the Board of Trade might not be invested with the 
power of granting to certain companies and partnerships by license, 
and at little or no cost, somewhat similar powers and immunities, as 
may now be granted by letters patent from the Crown to companies 
and bodies of persons associated together for trading and other pur- 
poses ; and thus, in effect, to place within the reach of small enter- 
prises the benefit of the statute 1 Vict, c. 73. 

I have, &c. 
(signed) Edward Holrcyd. 

To R. A. Slaney, Esq. 
Chairman of the Committee on the Law of Partnership 

&c. &c. &c. 



4. — Reply to Queries by (?. U. Porter^ Esq. 

Board of Trade, 4 July 1861. 

The objections urged against the system of partnerships en com- 
mandite have always appeared to me to be without sufficient founda- 
tion. The advantages to be derived from that system, if established 
under proper safe guards against fraud, I cannot on the other hand 
but consider great, through the encouragement which it offers to 
talent and energy, which, in the absence of such a system, may find 
less means for their exercise and development. 

It may be said that, under any circumstances, capital will seek and 
find employment ; and that unless it shall be driven abroad through 
bad or ill-considered legislation, such employment will be found by 
its possessor at home. 

It 
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It will not be denied^ however, that monopolies and restrictions, Appendix, 
under the specious guise of protection, do tend to limit the sphere of 
such home employment ; while it may further be said, that in the 
absence of these hindrances, any amount of capital that may be ac- 
cumulated within a country may find employment there, and thus be 
instrumental in adding to the well-being and progress of the com- 
munity. 

Among the causes which may have led to the employment of 
British capital in foreign countries, may probably be cited our law of 
partnership, which places at hazard the whole of a man's property 
for the full satisfaction of the debts and engagements of any bitsiness 
into which he may have embarked a portion only of his capital. At 
present, and in all ordinary times, the rate of interest to be obtained 
for investments which are free from extraordinary risk, is so small in 
England, that the owner of a moderate capital may naturally be led 
to the inquiry, whether he cannot find abroad the means of adding 
to a straitened income; and although it may be said with truth, 
that the rate of interest to be obtained is ordinarily the meaisure of 
the safety of an investment, this is a rule which does not always in 
full strictness apply; at any rate it is one which will not always be 
found to regulate conduct. By purchasing a portion of the public 
annuities of this country, a man can obtain but little more than three 
per cent, per annum for his capital ; and although, by lending money 
to individual traders or manufacturers, he may stipulate for a higher 
rate of interest, and often without running any very great risk of loss, 
many will rather be induced to purchase the public funds of some 
foreign government which has maintained its credit. 

Should they even act differently, and invest their savings in 
Consols, it is evident that the sums invested pass at once into the 
hands of some other individual, so that the parties simply change 
places, an operation which does not therefore in any degree solve the 
aifiiculty. 

If, in place of simply lending money to a trading concern to receive 
a fixed rate of interest, the law allowed of the embarking of any given 
sum in the same as a partner, drawing a proportionate share of the 
gains, it is scarcely to be doubted that many would do so. And it 
would not be simply with the object of gain to himself that a man 
would do this, although doubtless that object would be a leading one. 
He would often be desirous of combining with his own gain the pro- 
bable success in life of some relative or friend in whose ability and 
character he might see reason to place confidence, and over whose 
conduct in life he would thus acquire a right and motive for 
watching. 

It may be doubted by some persons, whether in the class of cases 
here mentioned, money would not equally be advanced on loan, with 
the same amount of safeguard to the lender. My own opinion is, 
that it would not; l)Ut if I thought differently, and was assured that 
equal amounts of capital would in either case be employed, there are, 
as I think, considerations which make it more for the advantage of the 
public that the system of partnership en commandite should be 
adopted, attended as that system undoubtedly would be by conditions 
and regulations framed in the interests of the public. 

0.51. L 2 'Many 
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Appendix. Many cases my be conceived where the man who trades upon bor- 

rowed capital is liable to be suddenly ahd unfairly brought to ruin 

through the altered circumstances or the caprice of the lender, and 
thus to become the cause of loss or ruin to others; but who» if the 
capital embarked in his business were not liable to the same con- 
tingency as it is when borrowed, might avoid all such catastrophe, 
and conduct his trading to an issue profitable both to himself and his 
partners, while preservine: from loss those with whom he might have 
dealings. The justice of this remark must be so obvious to every 
body as to render it unnecessary to say one word in iis support. 

A man who trades wilh borrowed money, has a greater induce- 
ment to embark in speculative operations, which always promise 
greater profits than more ordinary transactions, than he would have 
if the gains, whatever they may oe, are divisible among himself and 
partners. In the first case, he begins with a load upon his shoulders 
which he must necessarily find the means for bearing ; and besides 
this, he is naturally actuated by the feeling that all the ^ains which 
he may secure, beyond what is necessary to meet that load, become 
his individual property, while the risk which is run in order to obtain 
those gains is borne by others in, it may be, a greater proportion 
than they are borne by himself. 

It will be inferred from what has been said, that it is not intended to 
advocate the establishing of anonymous partnerships for general tradintj^ 
purposes. Such may be very useful for carrying out various needful 
operations, which call for capitals greater than more limited associa-* 
tions can command, such as gas-lighting, supplying towns with 
water, and the like. Partnerships en commandite are, as I would re- 
commend them, simply business firms for carrying out the ordinary 
pursuits of commerce, in which one or more managing partners 
whose names appear to the world, should, as now, be answerable to 
those wilh whom they may deal to the extent of their whole for- 
tunes, and be subject to the bankrupt laws. The remaining partners^ 
whose names should not appear in the trading concerns of the firm, 
would consist of one or more capitalists, who, embarking given sums^ 
the amount of which should be registered in some public office acces- 
sible on payment of a moderate fee to the public, would draw their 
proportionate share of ihe profits, and who, except to the extent ihat 
will be named below, would not be answerable to creditors for more 
than the sum registered and advanced. It might be necessary to 
provide that any false registration under which the firm would seek to 
obtain a credit and reputation beyond its deserving, should be visited 
upon the parties criminally. The registers should in fact be made to 
contain " the truth, the whole truth, and nothing but the truth." 

It has been objected, that partnerships en commandite m?iy be made 
the means of fraud on the public, by dividing among the partners 
larger sums in the name of profits than would be justified by the actual 
state of ihe concern; and that it might not be possible, when this should 
have produced its result in the bankruptcy of the firm, always to prove 
the abuse, since it would be easy to put such valuations upon out- 
standing ventures or speculations as to justify, by means of clever 
accountancy, any excessive divisions. In such cases it might only 
require that the partners should be in collusion together for a few 

yeani. 
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years, in order to place large fortunes in the hands of the inactive Appendix. 

partners, at the expense of the public. Tliis would undoubtedly be 

a great evil, and might be held fetal to the system if it could not be 

satisfactorily met, as I think it might be, by providing that, in the 

event of the insolvency of the business, every partner should be 

liable to account, and to bring back into the concern for the benefit 

of the creditors, all the profits (save a proportion equal to a moderate 

rate of interest) which he might have taken out during a certain 

number of years preceding the failure, together, of course, with any 

part of his registered capital which he may have withdrawn. 

Any system which should have the effect of retaining for employ- 
ment at home, capital that would, under other circumstances, be sent 
abroad, might tend in some degree to lessen the general rate of profits 
in the country, or (what would be equivalent to this effect) to prevent 
its rising ; but it must be equally clear, that the system thus unfavour- 
able to the capitalist must be favourable to labour by raising the rate 
of remuneration, 

(signed) O. ij. Porter, 



6. — Reply to Queries by H. B. Ker, Esq. 

My Dear Sir, Lincoln's Inn, 27 Jime 1851. 

With reference to the question you have sent to me, I beg to 
observe that I venture to tnink that the limited liability, as regards 
ordinary trading partnerships, or even as regards " the aiding useful 
local enterprises," is inexpendient, as I am led to believe there is 
always a sufficiency of capital for all ordinary commercial enterprises, 
and ior the carrying outwhat I suppose tobe meant by local enterprises, 
viz., canals, roads, mills, &c. In a country where there is not a suffi- 
ciency of capital for such purposes, the introduction of this would be 
beneficial, and it is mortifying to see that no one will bring the matter 
before Parliament as regards Ireland. The question at issue is not a 
mere comparison between the merits of limited liability and general 
liability, but the real question is as to the expediency of change; 
that is, of the introduction of a new and complex law in lieu of, or in 
addition to, one which is known. I incurred some odium in respect 
of my former evidence, for having said that "all change was an evil;" 
but what was intended, and what in Tact is expressed, was that all 
change arising from the introduction of a new law must bring some 
evil, for either it is impossible so to express complex laws as to ])revent 
doubt or difficulty, or our mode of framing such laws is eminently 
unsuccessful ; and hence, though there may be a balance of good, 
there always must be some evil accompanying the ch.ange, and, in the 
consideration of a change, it is well to ask how much evil and what 
balance of good may be expected. Although I am unwilling to in- 
troduce a law of limited liability, either generally or as applicable to 
some particular classes of partnerships, yet I continue to think (as I 
expressed in my former evidence) that tne Board of Trade, or a Board 
having similar powers, should be authorized^ under certain rules and 

e.gi w L 3 restrictions 
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appendix; restrictions very similar to those which exist at present at the Board 
of Trade, to grant charters of incorporation in some simple form to 
such trading partnerships as, in the opinion of the Board, can be 
advantageously carried on upon the principle of a joint stock com- 
pany. The experience of the Joint Stock Companies Acts, the Wind- 
ing-up Acts, and the Companies Clauses Acts, would afford good data 
on which to frame rules for the regulation of those companies, and 
also will indicate the class of enterprises which have the best chance 
of success if worked on the joint stock principle. 

Assuming that such a Board were liberal in the concession of the 
limited liability principle, I think that all in fact that is sought by 
the questions would be attained ; and the experience of the working 
of these companies would, probably, soon afford grounds either for 
the adopting generally the law of limited liability, or would suffici- 
ently show the inexpediency of such a measure. I may mention that 
I suppose it is to the labours of the Committee last year, that the 
fees on charters have been or are about to be diminished, and the 
Friendly Societies Acts extended to working mens' associations. 

I observe that the questions put by the Committee have special re- 
ference to the investment " for the combination of the capital of the 
middle classes." My answers have solely reference to the in- 
expediency of altering the law. As regards anything which encourages 
the investment of the capital of the middle classes in hazardous or 
doubtful undertakings, I think it is inexpedient. I do not think that 
experience shows that any joint stock company's undertaking on a 
small scale is likely to be very productive; and I think the probability 
is that, when capital is used in local enterprises not considered as 
hazardous, no great return can be expected. I believe it is notorious 
that investments on private roads, bridges, ferries, mills, &c. have , 
with rare exceptions, produced little or no return, and I continue of 
opinion that the essential character of an investment for the poor and 
middling classes should be safety and facility of conversion. Again, 
the main chance which a joint stock undertaking has of success, is 
the finding intelligent and skilled paid agents or directors, to whom 
the conduct of the business is to be entrusted* Now, this can only be 
attained where the capital employed will allow of such an expendi- 
ture. I believe, one of the chief causes of the failure of small under- 
takings of this kind is, that the arrangement is entrusted to incom- 
petent or dishonest persons. If the Board I have referred to were 
established, I should not think it expedient to restrict its powers so as 
to prevent the employment of capital in undertakings of ^' a very 
speculative nature," as suggested by the question. Quite the con- 
trary. I should conceive that, where there was a chance of success, 
and where the object was of importance to the community, the 
speculative nature of the undertaking, which would deter ordinary 
parties from engaging in it, would be, in fact, the ground for granting 
a charter of limited liability ; and I think, what appears to be the 
bearing of the questions of the Committee, is to lead to the adoption of 
joint stock companies for objects where they are least wanted, viz., 
non-speculative objects with a small capital, for the enabling the 
middle classes to invest capital. Here the probability would be, that 
if the object held out a prospect of gi^io it would be undertaken by 

private 
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private enterprise ; or if it were undertaken on the principle of limited 
liability, with the cost of directors, &c., and the risk of fraud, little 
or no profit could be hoped for, and there would be a fair chance of 
loss, and thus deter all further saving on the part of the middle 
classes. 

But I am hopeless as regards legal reform. After years of discus-^ 
sion, reports, committees, &c., that mass of confusion the Joint Stock 
Companies Acts was passed. Never was such an infliction on 
parties entering into partnership as tliese Acts ; and yet the registrar 
and his staff go on putting, in my opinion, the most absurd construction* 
on the inconsistent and contrarient clauses of these Acts, whilst one 
would have thought it would have been ihe duty of the head of the 
office, long before this, to have furnished such information as would 
have led to a reasonable and plain law. If, therefore, this is so with 
regard to the Joint Stock Companies Acts, and if it be true, as one of 
the Vice-Chancellors has suggested, that even the Winding-up Acts 
(drawn with more care and revised by persons of knowledge and in** 
telligence) are little less than a public nuisance, I cannot but be hope- 
less as to the effect of any new measure having similar objects. 

I remain, &c. 
(signed) H. Bellenden Ker. 

To R* A. Slaney, E sq. 
Chairman of the Committee on the Law of Partnership. 
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6. — Rbply to Queries by J. M. Ludlow, Esq. 

69, Chancery Lane, 27 June 1851. 

I AM of opinion that partnerships of limited liability, under proper 
regulations, may be most usefully introduced in this country. 

I do not, I own, see reason for excluding banking or insuratice 
companies from a measure of this description. As respects banking, 
limited liability is the legal status of that establishment which we are 
bound to consider the most secure in this country, and the model of all 
others, viz., the Bank of England. As respects insurance companies^ 
the liability of the copartners is limited already in practice, as regards 
the great bulk of their transactions, by special contract with the 
assured in their policies ; and such a practice has not, that 1 am aware,, 
proved detrimental to the reputation of this class of establishments 
for stability and success. 

I trust, however, thai in whatever measure may be introduced , a, 
clear distinction will be taken between commandite, or the unlimited 
liability of a few, being managers, and the limited liabiUty of the 
remaining partners, who are excluded from the management under 
pain of becoming liable without limit if they interfere, and the 
absolutely limited liability of all the copartners, as is the case 
with chartered and parliamentary cr>mpanies amongst ourselves, and 
anonyme com))anies in France, Belgium, &c. 

Cofnmandite appears to me well adapted for partnerships wiih com- 
paratively few members, constituted on the old common law principle ;. 
t.e., where there are, properly speaking, no transferable shares, but a 

©•51, L4 new 
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Appendix, new partner can only be admitted with the consent of all the others. 
In such cases, commandite^ or the limited liability of a few sleeping 
partners, whose names add no credit to the firm, appears to me, as 
has been pointed out by Mr. J. S. Mill and others, simply that form 
of loan which is most beneficial to the ordinary creditors and to the 
public, as well as to the acting partners themselves; the limited 
liability partner being a creditor whose claims are postponed to all 
others, and whose debt, bearing interest at a rate varying with the 
success of the concern, presses with especial lightness upon its opera- 
tions, at the same time that it affords the prospect of a good return 
to the judicious lender. 

But m dealing with joint stock companies properly so called, where 
the capital is divided into shares transferable at the will of the holder, 
or subject to the sanction of a few only out of the whole number of 
copartners (whether directors or others), commandite appears to me 
to carry with it great dangers, increasing in proportion to the amount 
of capital employed, and to the number of members in the partner- 
ship so constituted, and to unite within itself the mischiefs of limited 
ana unlimited liability at once. As respects the managers, who are 
liable without limit, it tends to beget that recklessness which I believe 
generally to arise from the assuming of responsibilities beyond the 
means of those who are charged with them ; as respects the partners 
with limited liability, it leaves some with that indifference to success, 
consequent upon the having but little to lose, and fetters the watch- 
fulness and exertions of others by the knowledge that any interfer- 
ence by them will only saddle them with the whole responsibilities of 
the business. It is thus, I believe, the general experience of con- 
tinental nations, that commandite complines tend to be headed by men 
of straw. I cannot, therefore, too strongly urge that whatever facilities 
may be afforded for the establishment of joint stock companies (t.e. 
according to what appears to me the true definition of the term, com- 
panies with easily transferable shares), under limited liability, sucii 
limitation of liability should extend to all engaged in the concern. 

As respects the regulations which it is wished to impose for the 
prevention of fraud and rash speculation, I would suggest the taking 
stringent precautions for giving complete notice to the public of 
limited liability, as a fact in each particular case, and of the resoures 
available for creditors, — Ist. by the incorporation in the name or style 
of the partnership orcompany of the words ^* commandite" or ^Miniited 
libility," as the case may be {e.g. '• Brown, Smith, & Co.'s comman- 
dite** " The Limited Liability Company.'0--2d. By the registra- 
tion of the style or firm, place of business, commencement and dura- 
tion of partnership, and every renewal from time to time of the ori- 
ginal capital, and of any additions to it, v^ith the amounts paid up 
from time to time; of the names and addresses of all partners (if any) 
whose liability is not sought to be limited; and perhaps of a few 
other particulars; such register to be open to the public. — drd. By the 
separate registration of all shares and transfers, &c., of limited liabihty 
shares, with the names and addresses of the holders, so long as such 
shares are not fully paid up, such register to be open to execution 
creditors, or to otiiers possessing a judicial claim upon the assets, but. 

. itot 
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ndt to the public at large (so as to avoid the giving of false credit).— Appendijc, 
4th. By provisions for the keeping and auditing of accounts, the com- 
munication of them to every partner, and in most, if not in all cases, 
for the publication of half-yearly balance sheets at least, by register- 
ing a copy in the public register. — 5th, By provisions for the speedy 
dissolution of the partnership in the event ot losses being incurred to 
the amount of a given proportion oF the capital, and by penalties on 
the directors or managing; partners, and all persons conniving with 
them, in the event of such losses being kept concealed. 

As respects the prevention of rash speculation, I would further sug- 
gest the division of limited liability partnerships, v^\\t\hev commandite 
or other, into two classes : 1st. Those for which limited liability might 
be obtained as of right by registration only, under such safeguards as 
before pointed out. — 2nd. Those in which the preliminary sanction of 
a public Board should be required, as is now the case with chartered 
companies. The former class might include all small commandites^ 
with a limitation as to capital and numbers; but might also, I think, 
properly extend to all undertakings in which the divisible profits should 
be limite I to a certain maximum rate per annum, say 5/. per cent. 
The latter class would take in all those undertakings in which, in con- 
sideration of special risks, a higher rate of profit than the legal one 
might properly be allowed; and here I think, a preliminary investi- 
gation might fairly be enforced, both as to the objects of the company, 
and the manner in which it is constituted* But of course the present 
enormous expenses on the granting of charters should be diminished. 

I would venture to urge the peculiar importance of limited liability, 
at the present moment, for the itiiprovement of agriculture and the 
relief of the landed interest ; aud especially with reference to Ireland. 
Bui the two countries would, I think, neerl the application of the 
principle in a different shape. In England, where the land, however 
builhened, retains yet all its traditional.importance,co?wmfif7irf/76 would 
probably be the form chiefly preferred, so as to retain the soil within 
the control of its present owners or occupier.'?, only with large means 
for its improvement. In Ireland, on the other hand, where the tie 
between the soil and its owners or occupiers seems all but severed in 
many cases, large farming companies under absolutely limited liability 
might probably find a wide field for their operations. As respects 
Ireland, it seems hardly necessary to recall the fact, that commandite 
is there already permitted by the so-called Anonymous Partnership 
Act, but which only extends to trade and manufacture, and the pro- 
visions of which render it almost wholly unworkable. 

Patents for inventions again exemplify a species of property, 
which I am convinced by experience remains often valueless, and 
perhaps oftener still is filched from its owners by piracy, solely on 
account of the difficulty of obtaining capital under the present law of 
unlimited liability where success is problematical. These would 
again afford, as it seems to me, another special field for the operation 
of the principle of limited liability, subject tt) the checks against mere 
gambling which I have suggested above, viz. either a limitation of 
profits to a low maximum rate, or the preliminary sancticm of a public 
Board; in case that lUte were sought to be exceeded. 
. , I will 
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Appendix. I will only add, that the working of the Joint Stock Companies 
-1^ — Winding-up Acts during the past three years, appears to me to afford ' 
two strong arguments in favour of limited liability : Ist. By the evi- 
dence which it supplies of the reckless speculation aud barefaced 
. fraud which have prevailed to an enormous extent in this country 
under unlimited liability. 2d. By the attempt to cany out unlimited 
liability amongst copartners, in the winding up of large companies, 
having resulted, even under a vastly simplified procedure, in producing 
a mass of litigation and suffering great enough, in the opinion of 
more ttian one judge, to countervail even the absolute denial of justice 
which was practically the rule as between copartners previously to 
the passing of those Acts. 

(signed) J. M, Ludlow, 



7.— Reply to Printed Queries by Lord Brougham. 

On this very important subject my opinion has undergone a consi- 
derable modification, if not change. I formerly thought the introduc- 
tion of the commandite would be beneficial, and both my late friend 
Lord Ashburton and myself frequently broached the subject in the 
House of Commons, having often discussed it together in private. My 
own opinion, since then, was shaken, and especially by the able report 
made upon the subject by Mr. Bellender Ker some 15 years ago. 

I greatly question if the guards provided by the French law are 
suBScient to prevent the consequences of improvident management by 
the partner or partners who alone are liable generally and absolutely. 
The commanditaires (those who are liable only to the amount of their 
shares) are indeed prevented (as far as I recollect the French law) 
from interfering directly, or even by proxy, in the concerns ; and their 
names are not to appear in the firm, and the amount of their shares 
is registered, and thus open to inspection, so as to prevent credit 
from being improvidenily given to the company. Nevertheless it 
seems difficult to suppose that their names will not become known to 



affirm that no sufficient checks and guards can be devised ; I onlv 
state what occurs to me on those provided by the French law, which 
I perceive is adopted in the other countries that have the commandite. , 

As to the restriction in Article 3, nothing can be more proper; 
only I see great difficulty in defining *' employments of a very specu- 
lative nature." 

As for the societh anonyme, I hold that to be out of the question; 
it is merely a small joint stock company. 

The commandite appears better adapted to a community which has 
moderate mercantile capital and concerns than to ours, and would oe 
more wanted as well as more eafemaacb a community. 

Sat 
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But I am aware of the motive, the praiseworthy motive, which Aj^endix* 
^ides the Committee in their inquiries and influences their endea« 
yours ; viz., enabling small capitals to find safe and beneficial 
investment. 

(signed) H* Brougham. 



8. — Reply to Printed Queries by Alderman Hooper. 

Queenhithe, 28 June 1851. 

I CONSIDER partnerships of limited liabiliiy might in certain cases 
become advisable, and possibly prove useful ; but I think previously 
thereto the bankrupt laws would require some further revision, in 
order to be more stringent upon fraudulent and dishonest debtors. 

I am opposed to the measure upon some grounds, such as tending 
to give an undue influence and power to large capitalists ; also as 
oiFering opportunity of creating unfair combination against particular 
trades, or even against particular establishments. And again, unless 
very strongly guarded by regulations (of some difficulty to put in 
effect), limited partnerships would be likely frequently to lead to 
reckless trading. 

John K. Hooper. 



9. — Reply to Queries by Mr. H, J. Enthovenm 

Q, How does it work 

A. On the Continent it works admirably well ; say in France, 
Belgium, Holland, and Italy. 

Q. What are the main regulations to prevent fraud ? 

A. The Code Napoleon gives every particular regarding it. 

Q. To what enterprise is it generally applied ? 

A. Both manufacturing and commercial establishments. 

(signed) H. J. Enthoven. 



10. — Reply to Printed Queries by Mr. Van der Oudertneulen^ of 

Amsterdam, Privy Councillor, &c. 8cc. 

JDear Sir, London, 26 June 1851. 

I HAVE no objection to state that as frir as my experience goes, 
and I have heard, the limited liability of partners, either in joint 
stock companies or in societies en commandile, works well in Hol- 
land, and not only in respect of general enterprises, but also for 
banking and insurance. 

The main regulations to prevent fraud are the publishing annually 
of a balance sheet, and the obligation to pay up the full capital when 

25 per cent, has been lost ;or ia case this is aot dQae^ to break up the 

whole 
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Appendix, whole concern as soon as 50 percent, has been lost. In commandile 
associations it is moreover prohibited to them that advance money 
to interfere in the management of the concern, on penalty otherwise 
of becoming personally liable. 

The Dutch Code de Commerce will furnish the further particulars. 

J. W. May, Esq., 
&c. &c. &c. 

The above is from Mr. Van der Oudermeulen, of Amsterdam, privy 
councillor, late president of the Netherlands Trading Conipany, and 
one of the most influential and best informed individuals ii\ 
Holland. 



11. — Reply to Queries, by W. P. Mark, Esq., Her Majesty's 

Consul at Malaga. 

I HAVE resided upwards of 20 years in Spain, during which period 
I have acted in the capacity of Her Britannic Majesty's consul for 
the kingdom of Granada, residing at Malaga, one of the most wealthy 
and flourishing outports of the Peninsula. The system of sleeping 
partners, ** en comandita,*' as it is legally termed, exists in Spain; 
and, from practical observation, I can with safety say it acts well, 
and is attended with beneficial results. I have known cases during 
political panic in wiiich commercial firms, affected by the crisis, in 




name of a wealthy partner, has not only rescued the firm from ship- 
wreck, but, as it were, saved the cargo, when no assistance could be 
otherwise obtained by the firm on credit, and a i-uinons catastrophe 
avoided. Another case, in which the system works beneficially, is 
where a father personally retiring from business places a sum in the 
house of his son, which is more frequently done, when it entails on 
him no further responsibility than to the extent of the amount so 
placed, as he is thus relieved from the anxiety attending general risk 
and liability. But especially to the middle classes I have observed 
the system to be beneficial, as well as to the community at large, 
bringing more competitors into the field ; thus dividing the profits 
generally, and crushing monopolies. 

The law affecting the admmistration of this species of partnership 
in Spain is fully laid down by the '* Codigo de Comercio/' published 
by King Ferdinand, and which came into force on the 1st of January 
1830, determining the manner in which the capital invested is to 
be publicly paid into the business, to prevent fraud ; and may be 
found, in a translated form, in Leoni Levi s late English publicatioti on 
commercial law, comparing that of England with that of all foreign 
nations ; the details of which may be found at the 84th and follow- 
ing pages of the first volume. The law of Spain on this matter is 
mucn assimilated to that of France, from which it was copied. 

(signed) Wm. Penrose Mark, 
Hv B. M« ConisuU Malaga, Spain. 
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12. — Reply to Queries, by Sir G. Rose, Master in Chancery. 

4 July 1851. 

Well guarded by proper regulations, I am of opinion that the 
measure suggested would oe a great improvement. 

Subject as aforesaid, I see no reason why it should not extend to 
banking, or to any employment of capital. 

The essence of such analteratitm should be, that all persons should 
have the easy means of knowing '* tlie amount oi commandite capital 
invested by the respeciive contributors, so as to judge of the liability 
and means of those with whom they may contract 



» 



(signed) G. Rose. 



Letter (0 the Chairman, from the Bengal Chamber of Commerce. 

Bengal Chamber of Commerce, Calcutta, 
Sir, 14 May 1851. 

Understanding that the law relating to the co-pannerships is 
likely to be brought before Parliament during the present Session, 
and this Chamber being of opinion that partnerships with limited 
responsibility would prove of the greatest importance to this country, 
I am desired to communicate the sentiments of the Bengal Chamber 
of Commerce regarding the same ; and the Chamber will be glad if 
you can make them known in the proper quarter, and trusts it may 
calculate upon your influence in bringing about the desired change. 

After the experience of the working of joint stock societies in this 
country, which people have had of late, and the heavy losses sus- 
tained by the operation of the principle of unlimited responsibility, it 
is c ear that without the introduction of some law no joint stock com- 
panies can in future be got up in India. 

Now it is equally clear that the redundant riches of this magnificent 
country must remain as hitherto undeveloped, and a large amount of 
funds, but in many hands, kept unemployed, without the aid of such 
associations ; because no individuals can command a sufficient amount 
of capital for the purpose, or would be likely to direct it to such ends 
if thev could. 

All experience proves that it is to associations alone that we can look 
for undertakings of magnitude connected with public interest and 
utility ; as witness the canals, railroads, &c. of England, to which she 
is indebted for so much of her prosperity ; to say nothing of France, 
Holland, Belgium, and the United States of America, in all of which 
countries this limited responsibility partnership which we advocate 
exists. In Holland, a large portion of the land in the country has 
been reclaimed or gained from the sea, through the operations of 
societies with limited responsibilities. So, again, in the United States 
and Belgium. But it is unnecessary to multiply instances to prove 

the 
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.Appendix, their advantage, since every one in the present day must have suffi- 
cient evidence of it before his eyes. 

As regards this country, it is impossible to estimate the good they 
might produce. We misrht have land companies; agricultural com- 
panies, embracing of course cotton ; carriage companies, roads and 
railroads, and steam navigation companies, &c. 8cc.; all of which are 
required in order to extend the production, as well as the consump- 
tion capabilities of the country. 

The Chamber is not prepared to say how this limited partnership 
law may be carried out, or whether the French system of partnerships 
" en commandite** would be the best adapted for the purpose. This 
will, no doubt, be fully discussed in Parliament when the measure is 
brought forward ; the immediate object of the Chamber is to draw 
your attention, and to enlist your influence and assistance in its 
favour. 

We are quite satisfied that many native and European capitalists, 
as well as retired Indians, would very willingly invest portions of their 
means in projects of which they approved, were they relieved of all 
liability beyond the amount of the sum so invested, but who would 
have nothing to do with them if their responsibility were unlimited. 

Some members of the Chatnber are of opinion that limited respon- 
sibility might also be found to act satisfactorily in private co-partner- 
ships. But there is by no means unanimity on that point, and in 
alluding to it the Chamber does not desire to give an opinion. 

I have, &c. 
(signed) James Norman, Secretary. 

To Robert Aglionby Slaney, Esq., m» p. 
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A. 

ACCOUNTS, The accounts of societes en commandite should be open to 
the inspection of the partners, as exists abroad; but no publication of the 
accounts would be necessary, Howell 197-201. 

Agricultural Partnerships. Recommendation for the establishment of ajrricul- 
tural partnerships; manner in which they should be established, Duncan 968- 
977 Great want of capital among farmers ; if limited liability were intro- 
duced, many persons would be willing to advance their money to persons of 

good character carrying on the business of farminu, ib. 971-975 Reference 

to the draft of a Bill drawn up by witness for " the foundation nnd regulation 
of agricultural partnerships with limited liability;" explanation upon the 
subject thereof, ib. 980-982. 

Alteration of the Law. Resolution of the Committee that the law of partneri^hip, 
as at present existing, viewing its importance in reference to the commercial 
character and rapid increase of the population and property of the country, 

requires careful and immediate revision, Rep. viii. Recommendation of the 

Committee for the appointment of a Commission to carry out this proposition, 
tft.— ^ — Any alteration of the law as to limited liability might be made con- 
current with the existing law of partnership, Stewart 330— >— Some alterations 
ouj^ht to be made in the law of partnership, but it is a very complex and 
difficult question to decide what alterations ought to be made therein, Hawes 
642-645 It would be advantageous materially to improve our law of part- 
nership, ib. 678-680 — —The law of partnership should be altered, but the 
mode of doing it is a very important feature, and there are great difficulties 
attendant upon it, Clark 847. 

See also Bankruptcy haws. Commandite Partnerships^ 3. Fraud. 

America. Witness has heard that the law of limited liability has worked well 
in America, but he doubts very much whether, on the whole, it has b(^en 

advantageous, Cotton 575 Evidence generally as to the manner in which 

partnerships under limited liability are formed and worked in America, Davis 
723-736— — Considerable number of partnerships of this nature existing in 
the large towns of the United States, ib. 737--741* 

See also Associations of Workmen. Banking. Bankruptcy Laws. 

Charters of Incorporation. Credit. Disputes. Foreign Countries. 
Limited liability, 2. United States Bank. Usury Laws. 
asi, N Arbitration. 
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Arbitration. Witness has known deeds of partnership to contain a clause for 
the settlement of disputes by arbitration, and has know" disputes settled by 
those meanSy Hawes 687, 688. See also Disputes. 

Artisans and Mechanics. Great advantage which would result from capitalists 
becoming partners en commandite with skilled artisans and mechanics; it 
would greatly encourage industry and ingenuity, Howell 180-186. 

Associations of Workmen. A change in the law as to limited liability would 
make it easier for working men associated for profits, to obtain the small 

amount of capital required to carry on their undertakings, Stewart 370 

Attempts which have been made in France to form associations of workmen 

for mutual profits; these have never succeeded, Townsend 402-404 

Combinations among the working classes under limited liability would be 

attended with almost certain loss, Co^/o/i 589-591. 601.602 It is hardly 

practicable to make such rules and regulations as would not make the small 
corporations, which would arise all over the country from the introduction of 

limited liability, ratiier mischievous than advantageous, ib. 597-599 

Remarks relative to the associations of working mea for trading purposes ; the 
law of partnership should be altered so as to tiacilitate the operation of tliese 

associaiions, Hawes 715*719 Associations of workmen in America for 

mutual advantage ; generally speaking these associations have worked well^ 
Davis 799-808, See also Tradesmen, Working Classes. 



B. 

Babbage, Charles. Reply of Charles Babbage to queries circulated by the Com- 
mittee relative to the introduction of the law of limited liability into this 
country, App. 161. 

Bank of England. Although the Bank of England is one of the richest cor- 
porations, poor men are enabled to invest their capital therein, as well as 
rich men. Cotton 592-596. 

Banking. Opinion that banking should not be excluded from the advan- 
tages of the law en commaJidite, Fhillimore 95-^97 The principle of 

Partnership en commandite works more favourably with regard to banking 
ouses, than with regard to houses engaged in general trade, Levi 114-119 

Witness excludes banking from the list of operations which might be 

advantageously carried on under limited liability, Steioart 342-344 Wit- 
ness conceives that limited responsibility applies to banking as much as any- 
thing else. Fane 515 The law of limited liability is applied to all descrip- 
tion of enterprises with the exception of banking and insurance; reason why 

they are excluded, Davis 749--756. 833-835 Evidence relative to the 

manner in which banking and insurance corporations are established and con- 
ducted in America; nature of the liability of the partners, ib, 756-7^1-' — 
Evidence generally as to the evil effects of the law of unlimited liability as 
relating to banking transactions ; practical instances which prove the points 
laid down by witness, 2^^/^939-964. 

See also joint Stock BankSf 

Bankruj^tcji 
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Bankruptcy and Insolvency. The amounts involved in the annual insolvencies 
and bankruptcies of England, have arrived at such an extent as to bear most 
materially upon the national interests ; data upon which this opinion is based, 
Hawes 702-707. 

Bankruptcy Laws. Statement of the Committee that the uniform tendency of 
tlie evidence taken before ihem is in favour of an increased stringency in the 
bankruptcy laws, if the proposed relaxation of the law of partnership should 

take place. Rep. viii. ^The proper administration of the bankruptcy law is 

of great imporfance to the successful carrying out of a system of commandite 

partnerships, Howell 166 ^The bankruptcy law is not sufficiently strict in 

this country; it is more strict abroad, ib. 171-173. 235, 236- Suggested 

alterations in the bankruptcy law which would be very beneficial to trade, in 

connection with partnersliips en commandite^ ib. 189-191 ^There is no 

bankruptcy law in America; observations relative to the operation of the 

insolvent law in the United States, Davis 783-788 In the event of limited 

lialfility .being introduced, it will be necessary that the bankruptcy law should 

be very stringent to prevent frauds, Clark 854-857' The recent alterations 

are a great improvement, but witness is in favour of a still more stringent 
law, ift. 858-862. See also Fraud. 

Bankrupts/ Laws Committee. Difference of opinion among the members of the 
city committee, lor the amendment of the bankruptcy laws, as to the policy 
of introducing limited liabihty, or what are called partnerships en commandite 

into this country, Howell 139-143 Circulation of a set of queries by the 

bankruptcy committee, to ascertain the working of partnerships en command 

dite abi*oad, ib. 144-148 The answers received from the several foreign 

countries were favourable to the principle, ib. 149-152, 174-177. 232-234 

^The information contained in those answers have had the effect of chanof- 

ing the views of the members of the bankruptcy committee, who were opposed 
to the principle, and they are now favourable to its introduction, ib, 153, 154 

Nature of the objections of the members of the bankruptcy committee to 

the system of partnerships en commandite, ib. 171-178, 179. 236-238. 

Bengal Chamber of Commerce^ Letter from the Secretary to the Bengal Cham- 
ber of Commerce to the Chairman of the Committee, dated 14 May 1851, as 
to the importance of introducing the law of limited liability into this country, 

^PP^ 173* 174- 

Bills of Exckangs. The acceptance or drawing of bills of exchange in regard 
to partneiships en commandite rests entirely with the gerant or manager ; the 
greater part of the transactions of France are carried on by bills, Townsend 

488-493- 

Brougham, Lord. Re\Ay of Lord Brougham to queries circulated by the Com- 
mittee, upon the subject of the introduction of the law of limited liability into 
this coiintryi App. 170, 171. 

Brawny Francis Camac. (Analysis of his Evidence.)— Is well acquainted with 

the working of tlie law of commandite in France, 604-606 Evidence as to 

the beneficial effects of the law en commandite, as carried out in France, 607- 

625 The body of partners en commandite exercise the same vigilance over 

0.51. N 8 their 
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Brown f Francis Carnac. (Analysis of his Evidence) — continued. 

their gerant or manager, as the partners in a joint stock company are qualified 

to exercise over their directors, 618 Advantages which the middle and 

working classes of France possess over similar classes in England ; they have 
the advantage of deciding for themselves upon every undertaking that comes 
before them, which is an immeasurable advantage in the self-education of the 
people, 612, 620-623. 



C, 

Canal Companies. See Railway and Canal Companies, 

Capital: 

« 

1. Generally. 

2. Evidence showing that the present Law of Partnership (ends to 

bind up Capital. 

1 . Generally : 

Limited responsibility benefits peo))le with a small amount of capital; it 
encourages industrious and persevering habits and contributes to maintain a 

floating capita), Levi 126, 127 Witness believes that there is no limit as 

to the amount of capital U) be engaged en commandite abroad, Howell 243 

It would be an improvement to partnerships en commandite if the parties were 
obhged to pay up the whole amount of capital for which ihey are registered, 

Sieber 281-284. 294, 295 The mode of supplying capital en commandite 

has been very useful, enabling young men to commence business who other- 
wise would not be able to do so, 'lownsend 381-383 The law of limited 

liability may work advantageously to parties advancing capital, but ii is likely 
to produce fraud and loss as regards other parties dealing with them. Cotton 

575, 576 Witness's object in altering the law of partnership would be to 

increase the safety of capital already invested; manner in which this might 
be effected, Hawes 68 1. 

2. Evidence showing that the present Law of Partnership tends to bind 

up Capital. 

The law of unlimited liability acts as a bugbear to respectable persons 
being connected with associations of a nature which might be productive of 
great public good, and might produce considerable profit, Stewart 332-340. 

345-~35i Everything which is calculated to unite enterprise and capital 

instead of keeping them separate is a good thing for the community, Pane 

505 Instance showing the beneficial effect of limiting the liability of 

partners to the amount of capital subscribed by them, ib. 516 ^The present 

law of* partnership tends to bind up capital ; this is bad in principle, Clarh 

847. 853. 872 The law of unlimited liability has the effect of preventing 

cautious men of capital entering into partnerships, i6. 850-852 There is no 

want of capital in London, butthe law of unlimited liabihty prevents its being 
made use of, ib. 872-— — ^The present law prevents the combinations of small 

capitals 
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Capital — continued. 

2. Evidence showing thai the present Law, ^c. — continued. 

capitals and moderate capitals, which might otherwise take place for useful 
purposes, Lietch 886. 

See also Agricultural Partnerships. Associations of Workmen. ' Bank 
of England. Commandite Partnerships, 1. Commercial Distress. 

Interest. Inventors. Investments. Local Enterprises. Railways. 
Sleeping Partners. Unlimited Liability, Usury Laws. 

Capitalists. Advantage possessed by large capitahsts over persons with a small 
amount of money, as to its investment, Stewart 321 Opinion that the pre- 
sent law of partnership does not act unfairly to the man with small capital as 
compared with large capitalists, by giving the capit dists any advantage over 

the middle classes, Hawes 653-660. 689 The present law of unlimited 

liability gives the iarji^e capitalists a great advantage ever per86ns of moderate 
capital, Lietch 881-885. 

See also Artisans and Mechanics. Investments. Small Capitalists. 

Charters of Incorporation. Recommendation of the Committee that, under the 
supervision of a competent authority, rules should be laid down and published 
for the guidance of persons applying for charters, witli requisite precautions 

to prevent traud. Rep, vii. At the present time the Crown can by charter 

limit tlie liahility of partners; charters are not to be obtained except at great 

expense, Howell s^^g, 240 Diminishing the expense of obtaining charters 

would be practically the same thing as introducing the law of partnerships en 

eommandite, ib. 241 The reduction of the ex pense olobtaining charters would 

remove many of the difficulties at present complained of, Stewart 351-353* 

Doubts as to the possibihty of obtaining charters at small expense, Fane 
563 Opinion that charters should not be continued as a check on un- 
wise speculations; the wisdom of private transactions should rest with the 

\ individuals, ib. 553-559 Great expense of obtaining a charter; manner in 

which the sanction of the Treasury is obtained, and charters granted, Hawes 

660-677 Giving facilities for the obtaining of charters for public and local 

works, under due regulation, would be very useful, 16. 671-677 Remarks 

as to the charters obtained in America for the establishment of corporations ; 
manner in which they are obtained ; trifling cost thereof, Davis, 757-767 
Difficulties attendant upon the obtaining of chartets; the reduction of the 
cost of charters would not be so bene6cial as establishing the law of limited 
liability, Duncan^ 978, 979. See also Inventors. Unlimited liability. 

Clarky Mattltew. (Analysis of his Evidence). — Winebroker in the city of 
London ; has been engaged in commercial transactions for forty years, 844, 

845 ^The present law of partnership tends to bind up capital; this is bad 

in principle, 847. 853. 872 ^The law of partnership snould be altered, but 

the mode of doing it is a very important feature, and there are great difficul- 
ties attendant upon it, 847 ^The law of unlimited liability has the effect of 

preventing cautious men of capital entering into partnerships, 850-852 In 

the event of limited liability being introduced it will be necessary that the 
bankruptcy law should be very stringent to prevent fraud, 854-857. 

0,51. N 3 Thi 
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Clarhy Matthew. (Analysis ,of his Evidence) — continued. 
The recent alterations in the bankruptcy law are a great improvement, but 

witness is in favour of a still more stringent law, 858-862 Importance of 

the registration of the amounts contributed by each party to partnerships en 

commandite, and the amounts being paid up, 863, 864 With stringent 

regulations to prevent fraud, the law ot limited liability might be caiTied out 

with advantage, 865-871 Remarks relative to the working of the law of 

limited liability in France; the bankruptcy law is very rigid, 872. 876 

There is no want of capital in London, but the law of unlimited liability pre- 
vents its being made use of, 872 Observations upon the subject of the 

usury laws, 872-875. 

Commandite Partnerships : 

1. Generally, 

2. Advantages attached to Partnerships en Commandite. 

3. Objections to the System. 

4. Improvements suggested in the Law en Commandite. 

6. Importance of Registration in the Case of Commandite Partner^ 
ships. 

1. Generally: 

Under the commandite system the whole amount of a man's property is liable 
for his debts, Townsend 458-461 Nature of the publicity given to partner- 
ships en commandite, on iheir being entered into, as to the amount of capital 
and term of years for which formed ; liability of a partner for the whole 
amount of his subscription, ib. 462-476« 

2. Advantages attached to Partnerships en Commandite. 

There would be no objection to the law uf partnership as at present in force, 
existing; concurrently with the introduction of the law en commandite, Philli- 
more, 92 Opinion in favour of the working of the law of limited responsi- 
bility en commandite, Levi 105-108; Howell 154-165. 167, 168; Sieber 

248, 249. 262, 263 Opinions favourable to the principle of commandite 

partnersliips are gaining ground rapidly, Howell 169, 170 Evidence as to 

I he beneficial effects of the law en commandite, as carried out in France, 
Towwsenrf 439 ; -BroM?« 607-623 Witness is aware that in various coun- 
tries the law of commandite or limited liability of partners exists. Pane 499 

It would be advisable that there should be in England the power of laying 

out money en commandite as in France by parties who have noahare whatever 
in the actual carrying; on of the business, ib. 561-568 ■ ■ T he advantages of 
the law en commandite could not be gained without interfering with the law of 

partnership, ib. 567, 568 The law en commandite as carried out in France 

would be applicable to this country, Lietch 887-889. 

3. Objections to the System. 

Opinion that it is not desirable to introduce the law ef limited liability into 
this country either concurrently with the present law of partnership, or sup- 
posing 
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3. Ohjetliom to the System — oontinued« 

posing any alteration to be made therein, Cotton 574 et seq* Witness 

cannot approve of the principle of commandite simply as an abstract proposi- 
tion ; that a man should trade and obtain profits without being liable to losses, 

appears to be thoroughly unsound, Hawes 637-639 The introduction of 

the law en commandite into this country would not be advantageous; it would 
be impossible to ititroduce into this country so strict a law as exists in France, 
16. 679, 680. 

4. Improvements suggested in the Law en Commandite. 

Witness cannot suggest any improvement in the law en commandite, except 

that there should be as much publicity as possible^ Phillimore 93, 94 

Improvements which might be introduced into the law en commandite ; greater 

publicity would be advantageous, Levi 109-113. 120-124 The principle 

en commandite need not be the universal law ; it should go oti concurrently 
with the ordinary law of partnership as it now stands^ Howell 214. 242. 

6. Importance of Registration in the case of Commandite Part- 
nerships. 

Beneficial effects which would result from the adoption of the system of 
registration of commandite partnerships as carried out in France ; explanation 

upon this subject, Howell 189-191, 195, 196 Remarks relative to the 

registration of the partnerships en commandite in France, and the security 

afforded thereby to ihe public, Sieber 254-361 ; Townsend 429-438 

Importance of the registration of the amounts contributed by each party to 
partnerships en commandite, and the amount being paid up, Clark 863, 864* 

See also Accounts* Artisans and Mechanics. Banking. Bank-- 

ruptcy Laws. Bankruptcy Laws Committee. Bills of Exchange. 
Capital, 1, Charters of Incorporation. Etienne, St., Ribbon 

Manufactories. Failures. Foreign Countries. France. Industry. 
Interest. Italy. Large Businesses. Limited Liability, Managing 
Partners. 'Number of Partners. Panics. Shopkeepers. Sleeping 
Partners^ Societes en Commandite. Speculation, Winding-up 

Affairs. Working Classes. 

Commercial Credit. See Credit. 

Commercial Distress. The difficulties and distresses which hav6 occurred in the 
commercial world have not arisen from the want of capital, but rather from 
the misapplication of capital, Cotton 574-577. 

Commercial Enterprise. Statement of the committee that the course of modem 
legislation seems to have been gradually to remove restrictions on the powet 
which every one has in the disposal of his property, and to remove those 
fetters on commercial freedom which lately prevailed in this country, Hep, v. 
■Consideration of the Committee whether any suggestions of a hke nature 
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ought to be made in reference to the laws of partnership, and especially the 
unlimited liability of partners as it exists at present in this country, ib. v. rii* 
0.5a. N 4 Commercial 
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Commercial Enterprise — continued. 

Commercial enterprise has not been carried further in England than in 

other countries, in proportion to its resoiircesi PhiUimore 50, 69 ^^^ 

iniroduction of the hiw of limited liability, carried out under proper regulations 
and safeguards, would have a beneficial influence on many persons who now 
consider themselves excluded from commercial undertakings, Howell ig2-'ig4« 
See also Capital^ 2. France. Interest. 

Commission. See Alteration of the Law. 

Continent, The. See Foreign Countries. 

Conveyance of Landed Property. Witness looks upon the expense of law pro- 
cet^dings with regard to the transfer of land as acting almost entirely as a 
prohibition of the investment of small sums in land, PhiUimore 50 Diffi- 
culties arising from the present system of conveyance of landed property ; 
this might be overcome by applying the principle of insurance to land, Stewart 
332. 

Cotton^ William. (Analysis of his Evidence.) — Has been Governor of the Bank 
of England ; is well acquainted with the commercial and monetary aflPairs of 

this country, 573 It is not desirable to introduce the law of limited 

liability into this country, either concurrently wiih the present law of partner- 
ship, or supposing: any alteration to be made iherein, 574 et seq. ^The 

difficulties and distresses which have occurred in the commercial world have 
not arisen from the want of capital, but rather from the misapplication of 

capital, 574-577 Witness has heard that the law of limited liability has 

worked well in America, but he doubts very much whether, on the whole, it 
has been advantageous, 575 ^The law of limited liability may work advan- 
tageously to parties advancing capital, but it is likely to produce fraud and 
loss as regards other parties dealing with them, 575, 576 — - — One of the great 
objections to the introduction of the law of commandite in this country, isthe 
inducemf nt it would be for parties to advance their money without due caution 
for speculative schemes and businesses, 576, o77« 

The principle of limited liability would do great mischief among the middle 

classes; grounds on which witness arrives at this conclusion, 678-581 

Kemarkable illustrations of the truth of this opinion are found in the operation 

of schemes for railways, mines, and joint stock banks, 579-581 Witness 

does not think there is any difficulty in the middle and working classes 

obtaining safe investments at a reasonable rate of profit, 582 ^Tfa€ present 

law of unlimited liability does not tend to prevent any local enterprise pro- 
mising a fair and safe rate of profit, 583-585. 588 The existing law ^ves 

equahy fair play to parties of small and moderate capitals as to great capital- 
ists in the investment of their money, 586-589 Combinations among the 

working classes under limited liability would be attended with almost certain 
loss, 589-591. 601, 602. 

The law of unlimited liability is a necessary safeguard against speculation, 
591 — —Although tlie Bank of Ei)gland is one of the richest corporations, 
poor men are enabled to invest their capital therein as well as rich men, 592- 
596—- — It is hardly practicable to make such rules und regulations as w6uld 
not make the small corporations which would arise all over the country, from 

the 
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Qotion, William. (Analysis of his Evidence)— cc^w^tniierf. 

the introduction of limited liability^ rather mischievous than advantageous, 
597-599— Witness sees no objection to a modification of the usury law, so 
as to permit persons to lend money at a rate of interest to vary according to 

the rate of profit they were to receive, 600 Opinion that there is no really 

valuable invention or discovery in which a person cannot find money to follow 
it up; of the number of patents that are taken out, the number of those which, 
are really valuable is very small, 603. 

Credit. There is a groat deal of improper credit given at the present time; how 
far this is likely to be increased under an altered law of partnership as to 

limited responsibility, Stewart 331, 332 At the present lime trade is 

carried on less by credit than formerly; this does not arise from money being 
plentiful but from distrust ; witness hopes shortly to see a reaction take place 

in this respect, /iai£;es 711-714 Commercial credit is generally high in 

America, Davis 782. See also Failures. 



Davis, John Chandler Bancroft. (Analysis of his Evidence.) — Secretary to the 
American liCgation; is well acquainted with the law of partnership prevailing 

in the state of Massachusetts, 720. 722 Manner in which partnerships 

nnder limited liability are formed and worked in America, 723-736 Con- 
siderable number of partnerships of this nature existing in the large towns of 

the United States, 737-741 The law of limited liability works exceedingly 

well, 742 Reason why witness considers the law of limited liability is a 

preventive arainst speculation, 743-748 ^The law of limited liability is 

applied to all description of enterprises, with the exception of banking and 
insurance; reason why they are excluded, 749-755. 833-835. 

Manner in which banking and insurance corporations are established and 
conducted in America; nature of the liability of the partners, 756-781 
Remarks as to tiie charters obtained in America for the establishment of cor- 
porations; manner in which they are obtained; trifling cost thereof, 757-767 

——Commercial credit is generally high in America, 782 There is no 

bankruptcy law in America; observations relative to the operation of the 

insolvent law in the United States, 783-788 Manner in which partnership 

disputes are settled in America, 789-798 — —Associations of workmen in 
America for mutual advantage ; these associations have worked well, 
799-808. 

Manner in which local enterprises, such as water-works and gas-works, are 
carried out and executed in the United States; frequency of the working 
classes investing their savings in these undertakings, 809-826. 836, 837 — — 
Existence of usury laws in America; the legal rate of interest is six per cent; 
vaiious attempts have been made to repeal this law, but without success, 827- 

.832 ^Advanta(;e of the law of limited liability as it enables the smaller and 

humbler capitalists to combine with the large capitalists; it gives the humbler 
classes an additional interest in the welfare of the country, 838«843. 

Debtor 



i88 DEb ENT t^>M»tt 

Report, iS^i—^ntuaud, 

Debtor and Creditor. In any change which takes place in the existing law of 
partnership witness attaches great importance to a still further improvement 

in the law of debtor and creditor, Hawes 700 ^The change of the law of 

debtor and creditor made last year has worked very satisfactorily, ib. 701, 

See also FaUuree. Limited LiabUitj/y 2. 

Disputes, If it be desired to promote association among the humbler classes for 
objects of mutual benefii, no measure will tend more directly to this end 
than one which will give a cheap and ready means of settling disputes of 

partners, Rep. iv Opinion of the Committee that additional facilities are 

wanting to settle partnership disputes in accounts, and that some cheaper and 
simpler tribunal should be afforded than the costly and tedious process of 

application to the Court of Chancery, ib. vii, viii Importance of an easy 

and ready mode of settlement of partnership disputes; the Court of Chancery 
is the only mode at the present time, S^cwar^ 357-360 ; Fane 551, 552 ; Hawes 

682-688. 718. The diflSculty of seitling partnership disputes inter se is a 

great obstacle in the way of association ; this is a great injustice to the middle 

and humbler classes, JPane 541-551 Manner in which partnership disputes 

are settled in America; the system gives public satisfaction, Davis 789-798. 
See also Arbitration. 

Duncan, John. (Analysis of his Evidence.) — Solicitor ; has turned l)is attention 

to the question of introducing the law of limited liability, 966, 967 Evidence 

generally recommending the application of the principle of limited liability to 
businesses not of a speculative character, and to the promotion of patent inven- 
tions, 968-977 Joint stock companies should be admitted to the advantages 

of limited liability, 968 Recommendation for the establishment of agricul- 
tural partnerships; manner in which they should be established, 968-977 

Great want of capital ^imong farmers; if limited liability were introduced, 
many persons would be willing to advance their money to farmers of good 
character carrying on the business of farming, 971-975. 

Oppressed state of the poor inventor under the present law ; expensive nature 
of patents, and difficulty of his obtaining capital for carrying out his invention 

consequent upon the law of unlimited liabihty, 976, 977 DiflSculties 

attendant upon the obtaining of charters ; the reduction of the cost of charters 
would not be so beneficial as establishing the law of limited liability, 978, 979 
Reference to the draft of a Bill drawn up by witness for " the formation 
and regulation of agricultural partnerships with limited liability;'' explanation 
upon the subject thereof, 980-982. 



En Commandite Partnerships* See Commandite Partnerships. 

JSnthoven, H. J. Reply of H. J. Enthoven to queries circulated by the Com- 
mittee as to the advantageous working of the law of limited liability on the 
Continent, App. I7i« 

Etienne, 
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Elienne, St.^ Ribbon Manufactories. Great extent to which the ribbon m^nu* 
factories of St. Etienne are carried on en commandite; the system works 
remarkably well, Towmend 374-38o, 

Expense of Charters. See Charters of Incorporation. 

V. 

Failures. Circumstances under which a partner en commandite can come in and 
prove as a creditor in the event of the failure of the firm, Townsend ^'jx-^^'j^ 
— ^ — Evils of the sysl em of unlimited liability as instanced by the failure of 
the Steam Packet Company trading between Liverpool and Dublin, Field 964, 

. 965 Frequency of large failures being attributable to the unlimited liability 

system, and its consequent unlimited credit, without reference to the mode in 
which the business had been carried on, ib. 965* 
See also Winding-up Affairs* 

Fane, Robert George Cecil (Analysis of his Evidence.) — Commissioner in 

Bankruptcy, 494 Is well acquainted with the law of partnership as it exists 

in this country, and the general working of it, 495, 496 Under the existing 

law, every partner is personally liable to the full amount of his fortune, 497- 

Witness is aware that in various countries the law of Commandite or limited 

liability of partners exists, 499 Doubts as to whether any person whose 

name does not appear as a partner, should be liable for the engagements of 
the partnership, even though he has advanced a sum of money and stipulated 

for a share of the profits, ,500-504 Every person who does give his name 

to the partnership should be liable to the full amount of his property, 

The law of limited liability would be a useful law, 505 Everything which 

is calculated to unite enterprise and capital, instead of keeping them separate, 

is a good thing for the community, 505 The law of limited liability would 

lead to undertakings of a highly advantageous public nature, and tend greatly 
to the public prosperity, 506-514 — ' — Witness conceives that limited respon- 
sibility applies to banking as much as anything else, 515 It would be 

advisatile to introduce the law of limited liability, concurrently with the 
existing law of general liability, so as to allow parties to take their choice, 516 
—Beneficial effect of limiting the liabiFity of partners to the amount of 
capital subscribed by them, 516. 

Greit extent to which the law of limited liability has been introduced in 
England ; it is the law of all railway companies and canal companies, 517, 518 

It is difficult to know why the law of limited liability should not be 

general; it is a more natural state of things than unlimited liability, 517-527 

It would be fair to give the advantages of limited liability to persons of 

small capital, to enable them to combine together for carrying out local enter- 
prises, 519-526. 551 Statement of the evils of the existing law of partner- 
ship, and the prominent advantages of a change, 525 weat diflSculties 

experienced by inventors in obtaining capital to enable them to carry out their 
inventions ; this arises from the risk under the present law of partnership, 526- 

529 If charters were granted freely and readily, the difficulty would be 

partially removed, but witness objects to Grovernment interference with inven* 
lions to the extent necessary for obtaining a charter, 528, 

The 
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Fane, Robert Oeorge CeciL (Analysis of his Evidence.) — continued. 

The law of unlimited liability acts unjustly towards the humble classes in 
preventing the ingenuity and ability discovered by them being carried out 

successfully, 6^9- 533~540 Railways would never have been made but 

for the law of limited liability, 530 The loss of capital in railways is not 

in the slightest degree attributable to the law of h'mited liability, 531, 532 

The difficulty of settling partnership disputes inter se is a great obstacle in 
the way of association; this is a great injustice to the middle and humbler 
classes, 6^i-B5i — —Witness does not despair of seeing easy means suggested 
for setthng partneiship disputes ; if ihere is one thing more easy than another, 
it is the settlement of partnership questions, 551, 552. 

Doubts as to the possibility ot obtaining charters at small expense, 553 ■■ ■ 
Charters should not be continued as a check on unwise speculations; the 

uisdom of private transactions should rest with the individuals, 653-559 

Remarks relative to the speculative spirit of English enterprise; every person 
arrived at years of discretion ought to be left to manage his own affairs without 

the interference of Government, 554-559. 569-572 ^Witness does not 

object to the gerant or manager incurring unlimited liability as at present, 

560 It would be advisable tnat there should be in England the power of 

laying out money en commandite, as in France, by parties who have no share 
whatever in the actual carrying on of the business, 561-568. 

Witness is not disposed to impose any limit on tiie number of partners under 

an arrangement en commandite, 562 ^The advantages of the law en com* 

mandite could not be gained without interfering with the law of partnership, 

567, 568 In the event of the law institutions of the country being perlecr, 

they would be sufficient to prevent fraud under any system of partnership, 

672. 
Farmers. See Agricultural Partnerships. 

Field, Edwin Wilhins. (Analysis of his Evidence).— Solicitor of considerable 

experience, 939 Evil effects of the law of unhmited liability as relating to 

banking transactions ; practical instances which prove the points laid down 

by VI itness, 939-964 The operation of unlimited liability in Joii.t Stock 

Companies has had the effect of frequently causing frauds and gross mal versa-* 

tion,- 939-964 Great advantages which would result from the law of limited 

liability beino: applied to Joint Stock Companies, 939-964— — Evils of the 
system of unlimited liability as instanced by the failure of the Steam Packet 

Company trading between Liverpool and Dublin, 964, 965 Frequency of 

large failures being attributable to the unlimited liubiliiy system and its con- 
sequent unlimited credit, without reference to the mode in which the business 
had been carried on, 965. 

Floating Capital. See Capital, 1. 

Foreign Countries. Successful operation of the principle of limited liability 

of partnership in most foreign countries, Leoi 126 Existence of the 

partnership law of limited liability in several countries on the Continent 

and in the United States of America, Hawes 628-^30 Circulation of 

queries, by a society with which witness is connected, for information as 
to the working of limited liabiUty in the several foreign countries, ib. 631 

^The 
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Foreign Countries — continued, 

The answers received are generally favourable to limited liability, but a 

very different law of debtor and creditor prevails in those countries to that of 

England, Hawes 632. 695-698 Witness looks upon the circumstances of 

England, France, and America, as so different, that one law would not be 
suited to the three countries, ib, 692-694. 

See also Commandile Partnerships, 2. Limited Liability, 1 . 

France. The law of limited liability prevails in France, and Livingstone has 
taken great pains to insert it in the code of Louisiana, Phillimore 4— Re- 
marks as to the manner in which the law en commandite was introduced into 

France, and its operation, ib. 7, 8 Satisfactory working of the commercial 

undertakings in France carried on under the principle en commandite, Sieber 

247. 265-280 ; Towmend 383-396 Advantages which the middle and 

working classes of France possess over similar classes in England ; they have 
the advantage of deciding for themselves upon every undertaking that comes 
before them, which is an immeasurable advantage in the self-education of the 

people. Brown 612. 620-623 Remarks relative to the working of the law 

of limited liability in France ; the bankruptcy law is very rigid, Clark 
872-876. 

See also Assodatiom of Workmen. Bills of Exchange, Commandite 
Partnerships. Foreign Countries. Industry. Interesse System. 
Limited Liability, 2. Number of Partners. Speculation, 1. Working 
Classes. 

Fraud. Opinion of the Committee that it would require great care to devise the 
checks and safeguards against fraud necessary to accompany any general 

Tflaxation or change in the law of partnership, Rep. vii, In the event of 

the law institutions of the country being perfect, they would be suiHcient to 
prevent fraud under any system of partnership, Fane 572. 

See uho Bankruptcy Laws. Capital, 1. Joint Stock Companies. Limited 
Liability, 2. Speculation. 



Gas Works. Witness has known the law of limited responsibility applied to gas 
works, Levi 132, 133. See also Local Enterprises. 

H. 

Hawes, William. (Analysis of his Evidence.) — Has been largely engaged in 

trading transactions in the city of London, 625 By the existing law of 

partnership every partner is liable to the whole amount of his property, 626, 

627 Existence of the partnership law of limited liability in several countries 

on the Continent and in the United States of America, 628-630 Circula- 
tion of queries, by a society with which witness is connected, for information 

as to the working of limited liability in the several foreign countries, 631 

The 
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Hawes, William. (Analysis of his Evidence) — continued. 

The answers received are generally favourable to limited liability, but a very 
different law of debtor and creditor prevails in those countries to that of Eng- 
land, 632. 695-698 The law of limited liability is not suited to this 

country under the present law of debtor and creditor, 633-636 Witness 

cannot Hpprove of ihe principle of commandite simply, as an abstract proposi- 
tion that a man should trade and obtain profits without beitig liable to lu&ses 
appears to be thoroughly unsound, 637-639. 

The repeal of the usury laws has enabled the lender of money to charge 
any rate of interest upon loans for any peiiod not exceeding twelve mouths, 

640, 641 Some alterations ought to be made in the law of partnership, but 

it is a very complex and difficult question to decide what alterations ought 

to be made therein, 64*2-645 Witness would not wish for the re-enactment 

of the usury laws, 646 Objections to permitting persons to make loans to 

persons in business at a rate of interest varying with the rate of profit, 647- 
64p«..„ir the commandite partners were made liable for the acts of their 
geransy they would do their best to select a man of ability and intelligence, 
650-652. 

The present law of partnership docs not act unfairly to the man with small 
capital, as compared with large capitalists, by giving the capitalist any advan- 
tage over the middle classes, 653-660, 689 Great expense of obtaining a 

charter; manner in which the sanction of the treasury is obtained and 

charters granted, 660-677 Giving facilities for the obtaining of charters 

for public and local works, under due regulations, would be very useful, 671- 

677 ^The introduction of the law en commandite into this country would 

not be advantageous ; it would be impossible to introduce into this country 

so strict a law as exists in France, 679, 680 Witness's object in altering , 

the law of partnership would be to increase the safety of capital already 
invested ; manner in which this might be affected, 681. 

Some facility for deciding disputes between partners, without being obliged 

to go into the Court of Chancery, would be advisable, 682-688. 718 Vyjt- 

ness has known deeds of partnership to contain a clause for the settlement of 
disputes by arbitration, and has known disputes settled by those means, 687, 

688 The present laws have the effect of preventing parties out of trade 

from lending money in trade, as they otherwise would do; improvement sug- 
gested to obviate this evil, 690, 691. 708.— —Witness looks upon ihe circum- 
stances of England, France and America, as so different that one law would 

not be suited to the three countiies, 692-694 Detail of the evils existing 

in the present law of partnership of this country, 699 In any change 

which* take place in ihe existing law of partnership, witness attaches great 
importance to a still further improvement in the law of debtor and creditor, 
700. 

The change of the law of debtor and creditor made last year has worked 

very satisfactorily, 701 The amounts involved in the annual insolvencies 

and bankruptcies of England have arrived to such an extent, as to bear most 
materially upon the national interests; data upon which that opinion is based, 

702-707 There is no difference in the law of limited liability, as exercised 

in France and in America, 709 Witness is not aware of any enterprise 

offering 
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Hawes, William, (Analysis, of his Evidence) — continued. 

offering a fair rate of profit being stopped by want of capital, on account of 

the law of unlimited liability, 710 At the present lime, trade is carried 

on less by credit than formerly; this does not arise from money being plenti- 
ful, but from distrust; witness hopes shortly to see a re-action take place in 

this respect, 71 1-714 Remarks relative to the associations of working men 

for trading purposes; the law of partnership should be altered, so as to facili- 
tate the operation of these associations, 715-719. 

Holland. See Waste Lands. 

Holroydf Edward. Answers of Edward Holroyd, commissioner of bankrupts, 
to queries circulated by the Committee with regard to the introduction of the 
law of limited liability into this country, App. 161, 162. 

Soi^er, Alderman John K, Reply of Alderman John K. Hooper to the queries 
circulated by the Committee with regard to the iniroduction of the law of 
limited liability into this country, App. 171. 

Howell, John, (Analysis of his Evidence.) — Partner in the firm of Ellis, Ever- 
ington & Co., warehousemen, of St. Paul's Church-yard, 135-138 Differ- 
ence of opinion among the members of the city committee, for the amendment 
of the bankruptcy laws, as to the policy of introducing limited liability, or 
what are called partnerships en commandite, into this country, 139-143 — — 
Circulation of a set of queries by the bankruptcy committee, to ascertain the 
working of partnerships en commandite abroad, 144-148 — r-The answers 
received from the several foreign countries were favourable to the principle, 

149-152. 174-177. 232-234 The information contained in those answers 

has had the effect of changing the views of the members of the bankruptcy 
committee wlio were opposed to the principle, and they are now favourable to 

its introduction, 153, 154 Witness's opinion is decidedly in favour of a 

system o{ commandite ; grounds on which witness arrives at this opinion, 154- 
165. 167,168. 

The proper administration of the bankruptcy law is of great importance to 

the successful carrying out of a system of commandite partnerships, 166 

Opinions favourable to the principle of commandite partnerships are gaining 
ground rapidly, 169, 170— —Nature of the objections of the members of the 
bankruptcy committee to the system of partnerships en commandite, 171. 178, 

179. 236^238 The bankruptcy law is not sufficiently strict in this country, 

it i» more strict abroad ; the punishment for criminal frauds is more certain 
i^broad, and more serious to the criminal, 171-173, 235, 236 Great advan- 
tage which would result from capitalists becoming partners en commandite 
with skilled artisans and mechanics; it would greatly encourage industry and 

ingenuity, 180-186 The principle of commandite might be beneficially 

employed in the case of young men entering into business as shopkeepers, or 
in any other way of business 184-186. 

The law of partnerships en commandite would tend very greatly to prevent 

panics, 187, 188 Sugg^pted alterations in the bankruptcy law which would 

oe \ery beneficial to trade, in connection with partnerships en commandite^ 
189^191—- — Beneficial effects which would result from the adoption of the 

system 
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Howellf John. (Analysis of his^Evidence) — continued. 

system of registration of tfommanJiVe partnerships, asl carried oat in France; 

explanation upon this subject, iSg-igi, 195, 196 ^The introduction of the 

law of limited liability, caVried out under proper regulations and safeguards, 
would have a beneficial influence on many persons who now consider them- 
selves excluded from commercial undertakings, 192-194 The accounts 

should be open to (he inspection of the partners as exists abroad ; but no pub- 
lication of the accounts would be necessary, 197-201. 

Keason why witness would limit the number of partners en commandite to 

six, 202-211 For carrying out local enterprises of an extensive nature, 

such as water-works or gas-works, the number of proprietors need not be 

limited, 209-213 The principle en commandite need not be the universal 

law ; it should go on concurrently with the ordinary law of partnership, as it 

now stands, 214, 242 The law of partnerships en commandite might be 

applied to large businesses, 215-223 Any alteration of the law of partner- 
snip, so as to allow parties to place any amount of capital in a concern, 
receiving interest according to the profit or loss without becoming a partner, 

would not be near so beneficial as the commandite system, 224—229 It is 

the difference in point of fact, between the amount becoming partnership money 
or mere loan capital, 228. 

The business of companies formed under limited liability, is conducted with 
the same prudence and caution as it is in companies responsible to the extent 

of their property, 230-234 At the present time, the Crown can by charter 

limit the liiibility of partners; char:ers are not to be obtained, except at great 

expense, 239, 240 Diminishing the expense of obtaining chatters, would 

be practically the same thing as introducing the law of partnerships en com-- 

mandite, 241 Witness believes that there is no limit as to the amount of 

capital to be engaged en commandite abroad, 243. 



I. 

Industry. Reference to the opinion of the great law writers of France as to the 
advantage of the law of limited liability; it acts as a great encouragement to 

industry, PhiUimere .5-7 Encouragement which joint stock companies 

give to industry; but there is a want of interest of the individuals in their 

management; the law en commandite remedies this, ib. 17 Beneficial 

effects of partnerships enj^ commandite as tending to encourage enterprise, 
ingenuity, and industiy, Townsend 383. 418-424. 

See also Artisans and Mechanics. Capital^ 1. 

luiolvency.'^See Bankruptcy and Insolvency. 

Insurance Companies. Witness ghas never known the principle of limited 
liability applied to insurance companies, Levi 128-131. 

See also Banking. 

Interesse 
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Interesse System. Advantages of the system adopted iq France of making the 
salary of young men in general employment depend upon the profits of the 

concern without their being partners, called interesses, lownsend 441-456 

This system is very generally adopted in France ; it has answered remarkably 
well, ib. 477-480. 

Interest. The power of joining in any commercial enterprise is not as complete 
as it might be, because lending at a high rate of interest involves in itself a 

great risk, Phillimore 79-86 It is very seldom that persons in this country 

who are not engaged in trade leave money in houses and trade at a fixed 

rate of interest, Levi 134 ^Amount of the interest allowed on capital 

advanced en commandite; manner in which the profits are divided, Townsend 
481*487 See also Loans. Security. Usury Laws. 

Inventors^ Great difficulties experienced by inventors in obtaining capital to 
enable them to carry out their inventions ; this arises from the risk under the 

present law of partnership, Fane 526-529; Duncan 976, 977 If charters 

were granted freely and readily the difficulty would be partially removed, but 
witness objects to Government interference with inventions to the extent 

necessary for obtaining a charter, Fane 528 Opinion that there is no really 

valuable invention or discovery as to which a person cannot find money to 
follow it up ; of the number of patents that are taken out, the number of those 
which are really valuable is very small, Cotton 603. 

See also Patents. 

Investments. Opinion of the Committee that the great change in the social 
position of multitudes arising from the growth of large towns and crowded 
districts, renders it necessary to give additional facilities to the working classes 

as regards investments, Rep, iii. iv Witness does not think there is 

any difficulty in the middle and working classes obtaining safe investments at 

a reasonable rate of profit. Cotton 582 The existing law gives equally fair 

play to parties of small and moderate capitals as to great capitalists in the 
in the investment of their money, ib. 586-589. 

See also Bank of England. Capitalists. Conveyance of Landed 

Property. France. Limited Liability. Railways. Security. 
Working Classes. 

Italy. Instances in Italy where the law en commandite has been applied bene-* 
ficially and usefolly, Levi 114. 



J. 

Joint Stock Sanks. Evidence showing the advantages which would result 
from the law of limited liability being applied to joint stock banking com- 
panies, Lietch 899-908. 926-938. 

Joint Stock Companies. The law of limited liability would give all the benefit 
of a joint stock company without the objections to which it is liable, 

Phillimore ^2 Advantages which would result from the law of limited 

0.51 • O liability 
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Joint Stock Companies — continued, 

liability being applied to joint stock companies, Field 939-^964; Duncan 
968 ■ The operation of unlimited liability in joint stock companies has had 
the effect of frequently causing frauds and gross malversation, Fi^ld 939-964. 

See also Industry. Limited Liability y 1. Managing Partners, Regis- 
tration. 



K. 

Ker, H. BelUnden, Reply of H. Bellenden Ker to questions calculated by the 
Committee upon the subject of the introduction of the law of limited liability 
into this country, App. 165-167. 



Landed Property, See Conveyance of Landed Property, 

Large Businesses. The law of partnerships en commandite might be applied to 
large businesses, Howell 215-223. 

Legal Profession, General opinion among the legal profession and also among 
the mercantile community m favour of limited liability partnerships, Stewart 

314-317- 365- 
Legislative Interference. See Speculation^ 1. 

Levif Leone. (Analysis of his Evidence.) — Has written a work on the subject 
of the law of partnership as it works on the C(»citinent ; has also given lectures 

upon the subject, 98-100 General merchant at Liverpool; has been 

engaged in trade in Italy, 101-104 Opinion in favour 01 the working of 

the law of limited responsibility en commandite^ 105-108— • — Improvements 
which might be introduced into the law en commandite \ greater publicity 

would be advantageous, 109-113. 120-124 The registration of Joint stock 

companies is not sufficiently public; advantageous alterations which might be 

made in this respect, 112, 113. 120-124 ^Instances in Italy where the law 

en commandite h^^ been applied beneficially and usefully, 114^ 

The principle of partnerships en commandite works more favourably with 
regard to banking houses than with regard to houses engaged in general 

trade, 114-119 Successful operation of the principle of limited liability 

of partnership in most foreign countries, 126 Limited responsibility benefits 

people with a small amount of capital; it encourages industrious and perse- 
vering habits, ^nd contributes to maintain a floating capital, 126, 127 

Witness has never known the principle of limited liability applied to insu- 
rance companies, 128-131 Witness has known the law of limited respon- 
sibility applied to gas works, 132, 133 ■ It is very seldom that persons in 
this country who are not engaged in trade, leave money in bouses and trade 
at a fixed rate of interest^ 134. 

iMiMiUy. 
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LiahiUty. See Commandite Partnerships. Limited Liability^ Partnership*' 
Unlimited Liability. 

lietchy Thomas Carr, (Analysis of his Evidence.) — Solicitor at North Shields, 

878 Opinion in favour of the introduction of the law of litpited liability, 

879 et seq.' ^-Tbe present law of unlimited liability gives the large capitalists 

a great advantage over persons of moderate capital, 881-885 The present 

Is^w prevents the combinations of small capitals and moderate capitals together, 

which might otherwise take place for useful purposes, 886 The law en 

commandite, as carried out in France, would be applicable to this country, 

887-889 Evils which have arisen from the law of unlimited liability as it 

exists in this country, 890-898. 913-925 ^The law of limited liability 

might be introduced into the joint stock banking system with very great 

public advantage, 899-908 Remarks as to the United States Bank in 

North America carried on under limited liability, which exceeded its proper 
banking limits by speculations in cotton ; this was not a legitimate banking 

transaction, 909-912* Advantages which would result Irom the law of 

limited liability being applied to joint stock banking companies, 926-938. 

Limited Liability: 

1. Recommendations for the Introduction of the Law of Limited 

Liability into this Country, 

2. Objections to its Introduction. 

3. Papers laid before the Committee. 

I. Recommendations for the Introduction of the Law of Limited Liability 
into this Country : 

Observation of the Committee, that it is contended th^t however advan- 
tageous the law of unlimited liabiUty of partners may be. as applied to the 
principal transactions of this country carried on mostly by firms of few 

partners. Rep. vi. Yet it wonid be of great advantage to the community 

to allow limited liability to be extended with greater facility to the share- 
holders in many useful public undertakings, io, vi. vii.^ Observations of 

the Committee on the propriety of permitting the introduction of partnerships 
on the principle of limited liabiHty, ib. vii. 

Advantages of introducing the law of limited liability into this country, 
under due regulations and safeguards, Phillimore 5 et seq.; Stewart QiS etseq.; 

Clark 865-871 ; Lietch 879 et seq. It would afford a safe and desirable 

mode of investment for small sums, Phillimore 32, 33. 87-89- Every Act 

of Parliament which is passed for a joint stock company sufficiently exem- 
plifies the importance and value of limited liability, ib. 32 Almost all the 

commercial and civilised nations have adopted the law of limited liability, 
ib. 57r- — ^The business of companies formed under limited liability is con- 
ducted with the same prudence and caution as it is in companies responsible 

to the extent of their property, Zrou?6/Z 230-234 -Discussion of the question 

of th^ introduction of the law of limited liability into this country by the 
Society for the Improvement of the Law, Stewart 313 — •■ — Keference of the 
question to a committee who, after mature deliberation, reported in favour of 

0.51. o 2 its 
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Limited X/^B/irirr— continued. 

1. Recommendalions for the Introduction of the Law, ^c— continued- 
its adoption, Stewart 313-316 ^Witness has no doubt that the law of limited 

liability would be a useful law, Fane 505 It would be advisable to intro- 
duce the law of limited liability concurrently with the existing law of general 

liability, so as to allow parlies to take their choice, ib. 516 ^The law of 

limited liability works exceedingly well, Davis 742. 

2. Objections to its Introduction. 

It is not desirable to introduce the law of limited liability into this country 
eiiher concurrently with the present law of partnership, or supposing any 

alteration to be made therein, Cotton 574 et seg. Witness has heard that 

the law of limited liability has worked well in America, but he doubts very 

much whether, on the whole, it has been advantageous, ib. 575 The law 

of limited hability may work advantageously to parties advancing capital, but 
it is likely to produce fraud and loss^ as regards other parlies who deal with 

them, ih. 575, 576 ^The law of Hmited liability is not suited to ihis country 

under the present law of debtor and creditor, Hawes 633-636— — There is no 
difference in the law of limited liability as exercised in France and in America, 
ib. 709. 

3. Papers laid before the Committee. 

Form of queries agreed to by the Committee, and sent to various parties for 
their written opinion as to whether it is desirable to introduce the law of 

limited liability into this country, App. 159 Copies of the replies received 

in answer containing the opinions requested,!'//. 160-173. 

See also Agricultural Partnerships. Alteration of the Law. America. 
Associations of Workmen. Banking. Bankruptcy Laws. Bank- 
ruptcy Laws Committee. Capital j 1, 2. Charters of Incorporation. 
Commandite Partnerships^ Commercial Enterprise. Credit. * Fai- 
lures. Foreign Countries. France. Gas Works. Industry. 
Insurance Companies. Joint Stock Banks. Joint Stock Companies. 
Legal Profession. Loans. Local Enterprises. Middle Classes. 
Patents. Public Undertakings. liailway and Canal Companies 
Railways. Sleeping Partners. Small Capitalists. Speculation. 
Unlimited liability. Waste Lands. Working Classes. 

Liverpool and Dublin Steam Packet Companies. See Failures. 

Loans. Suggestion that the law should be altered so as to allow parties to lend 
money, the interest being limited by the profit or loss of the concern to which 

it is advanced, Stewart 321-330 Objections to permitting persons to make 

loans to persons in business at a rate of hiterest varying with tne rate of profit, 

Hawes 647-649 The present laws have the effect of preventing parties 

out of trade from lending money in trade, as they otherwise would do; 
improvement suggested to obviate this evil, ib. 690, 691. 708. 

See also Interest. Sleeping Partners. Usury Laws. 

Local 
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Local Enterprises. Witness is not aware of any local enterprise not being 
carried out from the want of capital^ although he firmly believes that such cases 

have occurred, Phillimore 77, 78 For carrying out local enterprises of an 

extensive nature, such as waterworks or gasworks, the number of proprietors 
need not be limited, Howell 209-213 It would be fair to give the advan- 
tages of limited liability to persons of small capital to enable them to combine 

together for carrying out local enterprises, Fanegig-ssG, 551 ^The present 

law of unlimited linbility does not tend to prevent any local enterprise, pro- 
mising a fair and safe rate of profit, Co^/o» 583-585. 588 Observations as 

to the manner in which local enterprises such as waterworks and gasworks 
are carried out and executed in the United States; frequency of the working 
classes investing their savings in these undertakings, Davis 809-826. 

836,837. 

See also Charters of Incorporation* Middle Classes. Vnlitnited 

Liability. 

Losses. See Commandite Partnerships, 3. Limited Liability, 2. Loans. 

Sleeping Partners. 

Louisiana. See France. 

Ludlow, J. M. Answers of J. M. Ludlow to queries circulated by the Com- 
mittee with regard to the introduction of the law of limited liability into this 
country, App. 167-170. 

M. 

Managing Partners. The confidence which is placed in companies e« commandite 
depends entirely upon the character of the gerant or manager, Stewart 319. 

3r34 Witness does not object to the girant or manager incurring unlimited 

liability as at present, Fane 560 The body of partners en commandite 

exercise the same vigilance over the gerant or manager as the partners in a 
joint stock company are quahfied to exercise over their directors. Brown 618 

If the commandite partners were made liable for the acts of their gerans, 

they would do their best to select a man of ability and intelligence, Hawes 
650-652. 

Mark, William Penrose. Reply of William Penrose Mark, Her Majesty's 
Consul at Malaga, to queries circulated by the Committee as to the working 
of the law of limited liability in Spain, App. 172. 

Middle Classes. Opinion that limited liability would be useful to the middle 
classes in encouraging local enterprises, such as waterworks, gasworks and 

other public undertakings, Phillimore 34-41. 79-86 ^The principle of 

limited liability would do great mischief among the middle classes ; grounds 
on which witness arrives at this conclusion. Cotton 578-581— — Remarkable 
illustrations of the truth of this opinion are found in the operation of schemes 
for railways, mines and joint stock banks, ib. 579-S8l. 
See also Disputes. France. Investments. Railways. Working 

Classes. 
0^1. x)3 MilL 
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Milt, J. Stuart Reply of J. Stqart Mill to the queries circulated by the Com- 
mittee in regard to the introduction of the law of limited liability into this 
country, App. 160. 



N. 

Normdn, Jame$. Letter from James Norman, the Secretary to the Bengal 
Chamber of Commerce, dated 14 May 1851, as to the advantage and import- 
ance of introdticing the law of limited liability into this country, App. 173, 
174. 

Number of Partners, Opinion that the number of partners en commandite 

should be limited to a small number, Hotoelt ^02-211 ; Stewart 341 The 

number of partners en commandite is generally limited to five or six, Sieber 291, 

292 The iiumber of partners en tomniandite in France is usually confined 

to two or three; they are never a numerous body, Townsend 397-402, 425- 
428— — Witness is not disposed to impose any limit on the number of parties 
under an arrangement en commandite , Fane 562. 



O. 

Oudermeulen, M. Van der. Reply of M» Van der Oudermeulen, Privy Councillor 
of Amsterdam to (]^ueries circulated by the Committee as to the working of the 
law of limited liability in Holland, App. 171, 172. 



P. 

PtHnics. The law of partnership en commandite would tend very greatly to pre- 
vent panics, Howell 167, 188. 

Partners. See Banking. Managing Partners. Number of Partners. 

Sleeping Partners. 

Partnerships. Remarks as to the present liability of partnership by the common 

law of England, PhUlimore 74, 75 Statement of the evils of the existing 

law of partnership and the prominent advantages of a change, Stewart 317, 

365; Fane 525; Haxoes 699 Every person who does give his name to the 

partnership should be liable to the full amount of his properly. Fane 503. 

Patents. Evidence generally recommending the application of the principle of 
limited liability to businesses not of a speculative character, and to the promo- 
tion of patent inventions, Duncan 968-977 Oppressed state of the poor 

inventor under the present law; expensive nature of patents, tft, 976, 977. 
See also Inventors. 

Philtimore^ 



mvtnttmp] PHILLIMORE. 201 

Report, 1851 — continutd, 

Phillimore, John George$ (Analysis of his Evidence*) — Barrister j reader of 
civil law and iurisprudence to the Honourable Society of the Middle Temple, 

1, 2 ^The law of limited liability prevails in France, and Livingstohe has 

taken great pains to insert it in the code of Louisiana, 4 Opinion in favour 

of introducing the law of limited liability into this country under due regula- 
tions and safeguards, 5 et sea, — — Reference to the opinions of the great law 
writers of France as to the advantage of ihe law of limited liability, it acts as a 

great encouragement to industry, 5-7 Remarks as to the manner in which 

ihe law en commandite was introduced into France, and its operation, 7, 8 

• The principles of the Societe Anonyme and the Societe en Commandite 

hare often been confounded; distinction between them, 8 Witness would 

not recommend the introduction of the principles of the Societe Anonyme into 
this country, as it is open to great datigers, from which the SocietS en Com' 
mandite is free, 9. 54-57. 

Detail of the main provisionis of the Societe en Commandite^ 10-14 

Witness would have tio apprehension of the effect of such a law being applied 
to a community of Englishmen ; there will no doubt be danger, but that 

danger would tiot outweigh the advantage of such a situation, 15-17 

Encouragement which joint stock companies give to industry, but there is a 
want of interest of the individuals in their maiiagement ; the law en commandite 
remedies this, 17^- — The mercantile spirit of England is far more speculative 
than that of the French, 18- — ^Manner in which thci manager of the Societe 

en Commandite is chosen; responsibility which attaches to him, 19-22 

Inspection to which the accounti» of the SociStes en Commandite are stlbject; 
there is no provisioti for a licensed auditor, ^3-26. 

The shares in ihe Societes en Commandite are transferable ; there is no pro- 
vision in the French law to prevent the shares being played with ; they are as 

freely transferable as bills of exchange or shares in the funds, 26. 29 ^No 

list of the shareholders is published; the only person who is actually known 
and certified is the gerant or manager, 27-31 — '—Recommendation that the 
law of limited liability be introduced into this country; it will afford a safe 

and desirable mode of investment for small sums, 32, 33. 87-89 ^Every 

Act of Parliament which is passed for a joint stock company sufficiently exem- 
plifies the importance and value of limited liability, 32 The law of limited 

liability would give all the benefits of a joint stock company, without the 
objections to which it is liable^ 32. 

Limited liability would be useful to th6 middle classes in encouraging local 
enterprises, such as waterworks, gasworks, and other public undertakings, 34- 

41. 79-86 Vast nuniber of improvements of waste lands and enclosures 

carried out in Holland by companies having limited liability, 39, 40 Wit- 
ness's opinion is in favour of the unrestricted introduction of limited liability; 
though exclerding banking, mining, inswrancey and other uncertain invest- 
ments, might tend to disarm of)position, 42, 43?^ The law of limited liability 

would give the poorer classes a la&^^is for the investment of their savings with 
eeeurity and converlibilityy 44-48 — —Opinion that many of the wild specu- 
lations in railways arose in a great measure from there being no safe invest- 
ment open to parties of the middle class, 49. 

Witness looks upon the expense of law proceedings with regard to the 

transfer of land as acting almost entirely a» a prohibition of the investment of 

0.51. o 4 small 
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JPhillimore, John George. (Analysis of his Evidence)— cow^/nw^rf. 

small sums in land, 50 Witness considers that limited liability would give 

encouragement to healthy enterprise, from which the middle and lower orders 
would derive advantage, 51-53 -The law en commandite would be a suffi- 
cient protection against the fraud and follies of speculators, without any other 

law of partnership, 54-57 Almost all the commercial and civilized nations 

have adopted the law of limited liabihty, 57 Commercial enterprize has 

not been carried further in England than in other countries in proportion to 
its resources, 58, 59. 

Under the law en commandite the gerant or manager is entirely responsible ; 
motives which he has to prevent speculation and to manage the sodete with 
the greatest dexterity, 60-71 Security is more important in the invest- 
ment of the savings of the middle and lower orders tlian high rate. of interest, 

*j2 Still the legislature might do a great deal of mischief with the notion 

of contributing to the security of such investments, if it interfered to prevent 

the profit whicli an eager man might naturally desire to make, 72 Remarks 

as to the present liability of partnership by the common law of England, 74, 

75 Witness is not aware of any local enterprise not being carried out from 

the want of capital, although he firmly believes that such cajses have occurred, 

77, 78 Witness has no doubt that if a cheap and safe mode of enterprise, 

such as the Sodete en Commandite, were proposed, many people would take 
advantage of it, 78. 

The power of joining in any commercial enterprise is not as complete as it 
might be, because lending at a high rate of interest involves in itself a great 

risk, 79-86 Objections to there being one law of partnership for small 

undertakings, and another for <jreat undertakings; although it would be very 

desirable that there should he different laws of partnership, 89 The defects 

of the present law of partnership are a serious impediment to Jtssociation 

among the humbler classes of society, 90, 91 There would be no objection 

to the law of partnership, as at present in force, existing concurrently with the 

introduction of the law en commandite, 92 Witness cannot suggest any 

improvements in the law en commandite, except that there should be as much 

publicity as possible, 93, 94 Opinion that banking should not be excluded 

from the advantages of the law en commandite, 95-97. 

Porter, G. R. Reply of G. R. Porter to the queries circulated by the com- 
mittee, upon the subject of the iniroduction of the law of limited hability into 
this country, App. 162-165. 

Profits. See Commandite Partnerships, 3. Interest System. Interest, 

Loans. Local Enterprises. Sleeping Partners. Usury Laws. 

Public Undertakings. Witness has practically found the difficulties of the pre- 
sent law in undertakings of public advantage ; way in whicii witness has 

known them to be stopped, Stewart 332-340 The law of limited liability 

would lead to undertakings of a highly advantageous public nature, and tend 
greatly to the public prosperity, Stewart 367-369 ; Fane 506-514. 

See also Charters of Incorporation. Middle Classes. Unlimited Lia^ 
hility. Waste Lands. 

Publication of Accounts* See Accounts. Commandite Partnerships. 
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R. 

Raifway and Canal Companies. Great extent to which the law of limited lia- 
bility has been introduced in England ; it is the law of all railway companies 
and canal companies^ Fane 517, 518. 

Railways. Many of the wild speculations in railways arose in a great measure 
from there being no safe invesiment open to the middle class, PhilUmore 49 

Opinion that railways would never have been made, but for the law of 

limited liability, Fane 530 ^The loss of capital in railways is not in the 

slightest degree attributable to the law of limited liability, ib, 531, 532. 

Registration of Joint Stock Companies. The registration of joint stock compa- 
nies is not sufficiently public ; advantageous alterations which might be made 
in this respect, Levi 112, 113. 120-124. 

See also Commandite Partnerships^ 1, 5. 

Risk. See Interest. 

Rose, G. Reply of 6. Rose, Master in Chancery, to queries circulated by the 
committee upon the subject of the introduction of the law of limited liability 
into this country, App. 173. 



S. 

Savings. See Working Classes. 

Security. S.ecurity is more impoitant in the investment of the savings of the 

middle and lower classes than high rate of interest, PhilUmore 72 Slill 

the Legislature might do a great deal of mischief with liie notion of contribut- 
Wir to the security of such investments, if it interfered to prevent the profit 
which an eager man might naturally desire to make, ib. 

Shopkeepers. The principle of commandite might be beneficially employed in 
the case of young men entering into business as shopkeepers, or in any other 
way of business, Howell 184-186. 

Sieber, Henry. (Analysis of bis Evidence.) — Is acquainted with the law of 

partnership fn commandite, as exercised in France, 244*246 Satisfactory 

working of the commercial undertakings in France carried on under the prin- 
ciple en commandite, 247 Advantages attached to partnerships en com^ 

mandite, 248, 249. 262, 263 The beneficial carrying out of the system 

depends a great deal upon the character of the gerant or manager ; he is ap-* 

pointed by the subscribers, 250-253 Evidence relative to the registration 

of the partnerships en commandite in France; this is indispensable, 254-261 

Instances in which the law en commandite has been applied beneticially 

in France, in manufacturing and commercial business, 265-280 It would 

be an improvement to partnerships en commandite, if the parties were obliged 
to pay up the whole amount of capital for which they are registered, 281-284. 

294* 296- 

Frequency 
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Sieber, Henry, (Analysis of his Evidence) — continued* 

Frequency of old partner in business, &c., retiring from the concern, and 
leaving a sum of money in the business to he worked by his men en com- 

mandite^ 285-290 ^The number of partners en commandite is generally 

limited to five or six, 291, 292 Where there are a large number of part- 
ners, a different system is adopted to that of commandite^ called Societe 
Anonyme; state of the law as to the liability of persons entering into a Societe 

Anonyme, 293. 296-303 Comparison of the advantages of Sacietis en Com- 

mandite £ind SocietesAnonymes; it all depends upon the personal character of the 

firant or manager, 303-307 ^The associations among the lower orders of 
""ranee, either en commandite or Societe Anonyme, for whatever object, have 
not been successful, 308-310. 

Sleeping Partners. Opinion that any alteration of the law of partnerdhip, so as 
to allow parties to place any amount of capital in a concern, receiving interest 
according to the profit or loss, without becoming a partner, would not be near 
so beneficial as the commandite system, Howell 224-229 ^It is the differ- 
ence in point of fact between the amount becoming partnership money or 

mere loan capital, ib. 228 Frequency of old partner in business, &c., 

retiring from the concern, and leaving a sum of money in the business to 

be worked by his men en commandite, Sieber 285-290 The law of limited 

liability acts as an inducement to partners retiring from a firm to leave their 
money in the concern, with one or two active and enterprising men to carry 

on the business ; this is a great advantage, Stewart 361-363 Doubts as 

to whether any person whose name does not appear as a partner should be 
liable for the engagements of the partnership, even though he has advanced a 
sum of money, and stipulated for a share of the profits. Fane 500-504. 

Small Capitalists, The law of limited liability would have the effect of bringing 
together capitalists and persons in the humbler classes, thus giving men of 
good character the means of advancing themselves in life, Stewart 318-319 

Advantage of the law of limited liability, as it enables the smaller and 

humbler capitalists to combine with the large capitalists ; it gives ihe 
humbler classes an additional interest in the welfare of the country, Davis 
838-843. See also Limited Liability, 1. Local Enterprises. 

Societes Anonymes. The principles of the Societe Anonyme and the Societe 
en Commandite have often been confounded; distinction between them, 
Phillimore 8 Witness would not recoQimend the introductiofi of the prin- 
ciples of the Soeiete Anonyme into this country, as it i& open to ssreat dangers 
from which the Societe en Commartdiie is free, ib. 9. 54-56— —Where there is 
a large number of partners, a different system is adopted to that of Com" 
mandite, called Soeiete Anonyme; state of the law as to the liability of persons 

entering into a Soeiete Anonyme^ Sieber 293. 296-30Q ComparisoB ^ the 

advantages of Societes en Commandite and SocietSs Antmymes ; it a*!! depends 
upon the personal character of the girant or manager, ib. 303-307 .> 

See also Worhing Classes. 

Sodstis en Commandite. Detail of tlie main provisions of the Sociitir en Com- 

mandiie^ HAillimore 10-14 Witness would have no appi;ehension of the 

effect of such a law being applied to a community of Englishmen ^^ there will 

no 
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no doubt be danger, but that danger would not outweigh the advantage of such 

a situation, Phillimore 15-17 Manner in which the manager of the Societe 

en Commandite is chosen; responsibility which attaches to him, ib. 19-22 
• Inspection to which the accounts of the SociStes en Commandite are sub- 
ject ; there is no provision for a licensed auditor, ib. 23-26 ^The shares in 

the Sociite en Commandite are transferable ; there is no provision in the 
French law to prevent the shares being played with ; they are as freely trans- 
ferable as bills of exchange or shares ii> the funds, ib. 26-29. 

No list of the shareholdeis is published ; the only person who is actually 

known and certified is the gerant or manager, PniUimore 27-31 Under 

the law en commandite^ the gerant or manager is entirely responsible ; motives 
which lie has fo prevent speculation and to manage the societe with the 

greatest dexterity, ib, 60-71 Witness has no doubt that of a cheap and 

safe mode of enterprise, such as the Societe en Commandite^ were proposed, 

mahy people would take advantage of it, ib, 78 The beneficial carrying 

out of the system depends a great deal upon the character of the gerant or 
manager; he is appointed by the subscribers, Sieber 250-253. 

S&e also Accounts, Commandite Partnerships, 

Speculation : 

1. Opinions that Limited Liability would be a Preventive against 

rash Speculations, 

2. Opinion that its Introduction would lead to undue Speculation. 

1. Opinions that Limited Liability would be a Preventive against rash 

Speculations : 

The mercantile spirit of England is far more speculative than that of the 

Frtench, Phillimore 18 Witness's opinion is in favour of the unrestricted 

introduction of limited liability; though banking, mining, insurance, and 

other uncertain investments might be excluded, ib, 42, 43 The law en 

Commandite would be a sufficient protection against the fraud and follies of 

speculators, without any other law of parinership, ib. 54-57 The system 

t)( Commandite tends to encourage useful and sale enterprise, and to check 

rash and unsafe enterprises, Townsend ^lo-/^ly Remarks relative to the 

speculative spirit of English enterprise ; opinion that every person arrived at 
years of discretion ought to be left to manage his own affairs without the 

inteirference of Government, Fane 554-559. 569-572 Reason why witness 

considers the law of limited liability is a preventive against speculation, Davis 

743-748- 

2. Opinion that its Introduction would lead to undue Speculation : 

One of the great objections to the introduction of the law of commandite in 
this country is the inducement it would be for parties to advance their money 
without due caution for speculative schemes and business, Cotton 576, 577 

^The law of unlimited liability is a necessary safeguard against speculation, 

ib. S9^. 

See also Charters of Incorporation, Limited Liability. Patents. 

Railways. Unlimited Liability. 

Stewart^ ^ 
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Stewart t James. (Analysis of his Evidence.) — Barrister; member of the society 

for the improvement of the law, 311, 312 Discussion of the question of the 

introduction of the law of hmited liability into this country hy the society, 
313 Reference of the question to a Committee, who, alter mature con- 
sideration, reported in favour of its adoption, 313-316 General opii ion 

among the legal profession, nnd also among the mercantile community, in 

favour of limited liability partnerships, 314. 317. 365 Evils arising from 

the present law of partnership, as it is practically figainst common sense, 317. 

365 Beneficial effects which would result from the introduction of the 

law of limited liability, 3186^ seq. 

The confidence which is placed in covc'.i^^mf^,^ en commandite depends entirely 

upon the character of the gerant or manager, 319. 364 Importance of 

each subscriber being compelled to pay up the whole amount for which he is 
liable, 320— —Advantage possessed by large capitalists over persons with a 

small amount of money, as to its investment, 321 Suggestion that the law 

should be altered so as to allow parties to lend money, the interest being limited 

by the profit or loss of the concern to which it is advanced, 321-330 Any 

alteration of the law as to limited liability might be made concurrent with the 

existing law of paitnership, 330 There is a <iieat deal of improper credit 

given at the present time ; how far this is likely to be increased under an 
altered law of partnership as to limited responsibility, 331, 332. 

Witness has practically found the difBcuhies of the present law in under- 
takings of pubhc advantage; way in which witness has knovvn them to be 
stopped, 332-340 Difficulties arising from the present system of convey- 
ance of landed property ; this might be overcome by applying the principle of 

insurance to land, 332 The law of unlimited liability acts as a bugbear to 

respectable persons being connected with ass^ociations of a nature which might 
be productive of great public good, and might prod nee considerable profit, 

332-340. 345-351 The number of partners en commandite should be 

limited to a small number, 341 Witness excludes banking from the list of 

operations which might be advantageously carried on under limited liability, 
342-344. 

The reduction of the expense of obtaining charters would remove many of 

the difficulties at present complained of, 351-353 Successful working of 

certain associations of tradesmen for carrying on undertakings upon their own 
responsibility, 354-356 Importance of an easy and ready mode of settle- 
ment of partnership disputes ; the Court of Chancery is the only mode at the 

present time, 357-360 The law of Hmited liability acts as an inducement 

to partners retiring from a firm to leave their money in the concern, with one 
or two active and enterprising men to carry on the business ; this is a great 

advantage, 361-363 Limited liability would tend to the carrying out of 

public works of a local nature by companies formed fur the purpose, 367-369 
A change in the law as to limited liability would make it easier for work- 
ing men associated for profits, to obtain the small amount of capital required 
to carry on their undertakings, 370. 

Subscribers. Importance of each subscriber being compelled to pay up the whole 
amount for which he is liable, Stewart 320. 
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T. 

Townsend^ Turner. (Analysis of his Evidence.) — Importer of French, ribbons ; 
is well acquainted with iSt. Etienne, the great ribbon manufactory in France, 

371-373 Great extent to which the ribbon manufactories of St. Etienne 

are carried on en commandite; the system works remarkably well, 374-380 — 
The mode of supplying capital en commandite has been very useful, enabling 
young men to commence business, wlio otherwise would not be able lo do so, 

381-383 Beneficial effects of partnerships en commandite as tending to 

encourage enterprise, ingenuity, and industry, 383. 418-424 ^The law en 

commandite is successfully applied to all descriptions of manufactures in 

France, 383-396 ^The number of partners en commandite in France is 

usually confined to two or three, 397-402. 425-428. 

Attempts which have been made in France lo form associations of workmen 

for mutual profits; these have never succeeded, 402-404 The system of 

commandite tends to encourage useful and safe enterprise, and to check rash 

and unsafe enterprises, 410-417 Registration of the partnerships en com- 

mandite in France, and security afforded thereby to the public, 429-438 

On tlie whole, the system en commandite works exceedingly well in France, 

439 Advantages of the system adopted in France of making the salary of 

young men in general employment depend upon the profits of the concern, 
without their being partners, called interesses, 441-456. 

Under the commandite system, the whole amount of a man's property is 

liable for his debts, 458-461 Publicity given lo partnerships cti cowitwow- 

dite, on their being entered into^ as to the amount of capital, and term of 
years for which formed ; liability of a partner for the whole amount of his 
subscription, 462-476 Circumsiances under which a partner en comman- 
dite, can come in and prove as a creditor in the event of the failure of the 

firm, 471-475 The system of interesses is very generally adopted in 

France ; it has answered remarkably well, 477-480. 

Amount of ihe interest allowed on capital advanced en commandite; manner 

in which ihe profits are divided, 481-487 How far there is any power to 

wind up the afiPairs of pai^tnerships en commandite before their term has expired, 

in the event of their failure, 487 The acceptance or drawing of bills of 

exchange, in regard to partnerships en commandite^ rests entirely with the 
gerant or manager, 488-493. 

Trade. See Loans. 

Tradesmen. Successful working of certain associations of tradesmen for carry- 
ing on undertakings upon their own responsibility, Stewart 354-356. 

Transfer of Land. See Conveyance of Landed Property/. 
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V. 

United States. See America. Bankruptcy Laws. Foreign Countries. 

Local Enterprises. 

United States Bank. Remarks as to the United States Bank in North America 
carried on under limited liability, which exceeded its proper bankmg limits 
by speculations in cotton; this was not a legitimate banking transaction, 
Lietch 909-912. 

Unlimited Liabilitv. By ihe existing law no person can advance any capital 
to any underiaking, public or private, in the piofits of which he is to 
participate, without becoming liable to the whole amount of his fortune, 

Rep. vi. This liability can only be restricted to any given sum or share 

by special Act of Parliament or Charter from ihe Crown, tb. Neither 

of these can be obtained without much difficulty, expense and delay, and 
in many cases cannot be obtained at all, ib. 

By the existing law of partnership every partner is liable to the whole 

amount of his property. Fane 497 ; Hawes 626, 627 It is difficult to knovij 

why the law of limited liability should not be general; it is a more natural 

state of things than unlimited liability, Fane S^T^S^T Witness is not 

aware of any enterprise offering a fair rate of profit being stopped by want 
of capital, on account of the law of unlimited liability, Hawe^ T^Pt^ 
Statement of the various evils which have arisen from the law of unlimited 
liability as it exists in this country, Lietch 890-898. 9l3-*9^6« 

See also Banking , 1. Capital, 2. Capitalists. Commercial Enter- 
prise. Failures. Joint Stock Companies. Local Enterprises. 
Partnerships. Speculation^ 2. Working Classes. 

Usury Laws. Opinion of the Committee in favour of such an alteratioH of 
the existing usury laws as may increase the facility of persons embarked or 
embarking in business to obtain increased capital, JRq?. viii. ix -—^Witness 
sees no objection to a modification of the usury law, so as to permit persons 
to lend money at a rate of interest to vary according to the rate of profit 

they were to receive. Cotton 600 The repeal of the usury laws has enabled 

the'lender of money to charge any rate of interest upon loans for any period 

not exceeding twelve monihs, Hawes 640, 641 ^Witness would not wish 

for the re-enactment of the usury laws, ib. 646 Existence of usury laws m 

America; the legal rate of interest is six per cent.; various attempts have 
been made to repeal this law, but without success, Davis 827-832— -r- 
Observations upon the subject of the usury laws, Clark 872-875. 

W. 

Waste Lands. Vast number of improvements of waste lands ajxd enclosiwa 
carried out in Holland by companies having limited liability, Fhtllmore 

^^' "^^^ Waterworks 
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Waterworks. See Local Enterprises. 

Winding'-up Affairs. How far there is any power to wind-up the affairs of part- 
nerships en commandite before their term has expired, in the event of their 
failure, Tomisend 4^8^. 

Working Classes. The law of limited liability would give the poorer classes a 
means for the investment of their savings with security and convertibility, 

Phillimore 44-48 Witness considers that limited liability would give 

encouragement to healthy enterprise, from whicli the middle and lower orders 

would derive advantage, ib. 51-53 Objections to there being one law of 

partnership for small undertakings and another for great undertakings; 
although it would be very desirable that there should be different laws of 

partnership, ib. 89 The defects of the present law of partnership are a 

serious impediment to association among the humbler classes of society, ib. 

90, 91 The associations among the lower orders of France, either en com-- 

mandite or Societe Anonyme, for whatever object, have not been successful, 

Sieber 308-310 The law of unlimited liability acts unjustly towards the 

humbler classes in preventing the ingenuity and ability discovered by them 
being carried out successfully; instance in support of this opinion. Fane 529. 

633-640. 
See also Artisans and Mechanics. Associations of Workmen. Sank 

of England. Disputes. France. Investments. Security. 

Small Capitalists. 

Works, Public. See Public Undertakings. 
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